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No Peace—No War 


I T is clear that after two months of negotiations on the issue of Berlin, 

the Western Powers and Russia have hardly departed from their 
respective starting points. The Russians have no intention of raising the 
blockade. The Western allies believe that the airlift will enable them: to 
stay in the beleaguered city. Indeed, Mr Bevin told the House of 
Commons on Wednesday that expert opinion now believes it possible 
to carry on the airlift through the worst of winters—although at the cost 
of “some discomfort for the people of Berlin.” In other words, the crisis 
in Berlin has reached a settled deadlock, and no further despatch of Notes 
to Moscow and not even the reference of the matter to the United 
Nations is likely to resolve it. 

One fact has, however, been made ciear by the negotiations. They 
dispel any last lingering illusion about -the possibility of talking the 
Russians into a peaceful settlement. They will talk, they will go through 
the motions of negotiation, but they make no concessions themselves and 
each concession made to them is simply the prelude to a further demand. 
Mr Bevin was insistent on this point. 

We are dealing with a people from whom you cannot buy peace. It reminds 
me of 1940, after Dunkirk, when Mr Churchill was discussing the position 


we were in and said “ Whatever you do and wherever you go to meet the 
demands of the Nazis, you can’t settle.” 


In these circumstances, Mr Bevin argued, there is no point in making 
further concessions. There is, in fact, no point in negotiating at all. 

he implications of this position were clearly uppermost in members’ 
minds when the House of Commons went on to discuss Mr Bevin’s state- 
ment. If, in the face of implacable enmity, the limits of negotiation have 
been reached, what is the next step? If the Foreign Secretary has gone 
so far as to compare his adversaries with the Nazis and to speak of avoiding 
“ another Munich,” must the people of this country seriously consider 
the risk of war? Clearly, if Russian policy were exactly moulded on the 
Nazis’, war would be inevitable. But there are differences between the 
Brown and the Red—not, indeed, in scruple or morality, or even perhaps 
in ultimate ambition, but in recklessness of method.. Hitler was in a 
hurry and wanted war for its own sake ; the Soviets have shown that they 
will avoid it if they can and wait upon events, which they believe to be 
moving inexorably in their favour. © And, in spite of the hysterical 
attacks upon “American fascist imperialism” and the blind belief in 
Communism’s world mission, the diet of words fed to the Russians is still 
very different from the glorification of militarism and war which, was 
stuffed into the ears of the German people. These are differences which 
must be carefully considered before Mr Bevin’s analogy is accepted as 
precisely exact. The Russians are not taught to seck war as such, and in 
the past their leaders have known when to stop. In this lies a reasonable 
basis for a continuing belief in peace. 

The Western Powers must, however, realise that without considerable 
prompting on their part, the Russian leaders may not know where to stop 
in the future. Hitler might or might not have been able to halt the wild 
career of German aggression, but after the collapse of his Western 
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adversaries at Munich, he had little inducement to do so. The 
way seemed open and on he went. Similarly, today, if the Soviet 
leaders believed that no Western opposition would be 
encountered, whatever they did, they too might succumb. to the 
temptation to expand. Dictatorship is most prone to adven- 
turous action and least hampered by ordinary men’s shrinking 
from violence: In these conditions, it is clear that the Western 
Powers’ best hope of peace lies in making it perfectly clear at 
what point Russian action might precipitate a war. 

Such a policy—one might call it a policy of armed vigilance— 
is nothing new in diplomatic history. In the past, Great 
Britain has based a large part of its dealings with Russia on 
precisely such an approach. The Eastern Question which was 
a permanent feature of nineteenth-century diplomacy was simply 
based on Russia’s desire to expand to Constantinople checked 
by its knowledge that such an advance would lead to war with 
Britain. In seventy years, this tension did not lead to war. On 
the other hand, it very rarely slackened. The two nations 
simply lived with it—as one might with a tiresome relative. 

If this analogy is exact, it is possible that the Western Powers 
are facing not so much a repetition of Hitler as the recrudescence 
ef the Eastern Question on a much larger and more troublesome 
scale. To counter it they need to leave Russia in no doubt that 
further expansion means war but that, short of war, some sort 
of living together is possible and even desirable. To accept 
such a diplomacy means the abandonment of dreams of com- 
plete, untroubled peace. Vigilance, resolution and armed 
preparedness are the price the West must pay. But equally 
it does not entail the certainty of war. It is true that so long 
as the boundary between the two worlds runs across the living 
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heart of Germany, no balance can be anything but unstable 
the whole German people will have an imperative j “3 
in upsetting it. ik is also true that the 
“ no peace—no wat” is particularly. ee . 

democrati¢ states where perpen: for peace 
impatient with half-peace and ynwilling to acce; 

But ina world. where total peaces' unattainable and sotal war 





is its alternative, the Western Powers should be ready and even 
grateful to settle for perpetual vigilance and an “E ‘ 


Question.” 


The practical application of this policy to Europe is, in the | 


main, straightforward. It imvolves a formal warning to Russia 
that any further advance will lead to war. It involves the 
conclusion of a Western Defence Pact to include the United 
States and the Commonwealth and the acceptance of an agreed 
and pooled policy of partial rearmament and of general military 
preparedness. It also demands the political and economic con 
solidation of Western Europe. On the other hand, 
should be accompanied by a general willingness to work with 
Russia, inside and outside the United Nations, on all issues 
which further the world’s economic and_ political stability, 

None of this is new. But it is now clearly urgent to pursue the 
policy with a new vigour, speed and enthusiasm. The ine 
must be clearly drawn and the world—including the Russians 
themselves—must be given the conviction that any infringe- 
ment of it will be resisted to the utmost. Only when that 
confident conviction has been created, will it be safe to enquire 
whether there is a balance of advantage or of disadvantage in 
permanently maintaining Berlin as an outlying garrison of the 
Western world. 


Progress Report 


IR STAFFORD CRIPPS enjoyed a triumph in the House 

of Commons on Thursday of last week. His supporters have 
been heartened more than by anything else that has happened 
since the fuel crisis, and even the ranks of Tuscany could scarce 
forbear to cheer. Partly this was the welcome that any report 
of even moderate cheer can expect after a long siege of gloom. 
But in the main it was a deserved tribute to the masterly ex- 
position of a very considerable achievement. Twelve months 
ago the last reserves of Britain’s solvency seemed to be running 
out with alarming speed. Sir Stafford Cripps, coming to the 
Treasury in November, has been chiefly responsible for the 
measures that have stayed the flux and restored the position— 
not, indeed, to where it ought to be, but to where it was before. 
He has had good luck as well as bad ; but his merits are the 
greater because he has had more of the bad than of the good. 
The salient figures in the White Paper can be easily sum- 
marised. In 1947, Britain’s payments to other countries for 
goods imported and services received were no less than £630 
million in excess of receipts. This gigantic deficit has been 
reduced in the first six months of 1948 to £140 million— 
that is, at the rate of £280 million a year, which compares 
with £370 million two years ago. Moreover, within this 
general improvement, there has been a particular improvement 
in British trade with the Western Hemisphere (which is not 
quite the same thing as the dollar area). The deficit in this 
trade in the first half of the present year, when corrected to 
an annual basis, is less than half the deficit of 1947 and only a 
little larger than that of 1946, Furthermore, as a third improve- 
ment, the outflow of reserves to pay for capital transactions (as 
distinct from the current trade of which the previous figures 
consist) has also been arrested.’ In 1947 the loss of gold and 
dollar reserves was over £30 million a month greater than’ the 


deficit on current account ; the corresponding figure for the first 


half of this year is little more. than half as much. -This 


final figure of the net change in gold and dollar reserves is, 
of course, the all-important one. In 1946 the country was 
losing gold and dollars at the rate of {£19 million a month. In 
1947 the rate of loss rese to £85 million a month. And in the 
first half of 1948 it was down again to £42 million a month... 
One more statistical comparison may be of general interest. 
The deficit on visible trade—that is, in goods—is now almost 
exactly what it was in 1938. But the surplus on invisible 
account—that is, the net export of services—is now barely one- 
eighth of what it was ten years ago. The detailed figures are 
as follows: — . ‘3 


ig 


1948, 
1938 (Annual © 
Rate) 

Mi, (£ Million) ‘i 

WIGS LINER sa. ccsesssiassyenseninsrnnii —302 —312 
NE Sesasl geese ene ee + 20 + 66 
Interest, profits and dividends...... +175 + 36 
BNIB reise Anceteacdncecdscesdilninds:; ii ah — 7 — 14 
SR EMVEL noncedoncessxavnepeced bRedisitns — 12 — 20 
Government overseas expenditure... — 16 —114 
Other invisibles ...................0.005 + 72 + 78 

TIWVIGUINE: CERES sono nninassvennisorsaacnene +232 + 32 

Total Deficit on Current Account... — 70 280 


Nearly the whole story is in these figures. “The. deficit in visible 
trade has been brought back to the prewar figure—but only 


with heroic efforts, since the shift in prices has been such as t0 _ 
require an increase of 30 per cent in exports, and a decrease of 
19 per cent in imports, both by volume, to achieve the same 

money balance. But the invisible account, instead of almost — 
covering the visible deficit (1938 was not one of the best me : 


war years) now covers only one-tenth of it. For this 


great increase in the cverseas expenditures of the Government — 


and the-even greater fall in investment income are to blame. 
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These figures are subjected to detailed examination in an 
article on page 504, and there is no gainsaying the fact that the 
process modifies some of the satisfaction that is natural at first 
sight of the improvement that has occurred since last year. But 
Sir Stafford Cripps was right, in the whole community’s interest 
as well as his party’s, in thinking that this was not the time to 
dwell on what is still unsatisfactory but rather to engender some 
pride in what has been done. British self-confidence is not very 
high at present and it deserves a boost. The fact is that great 
efforts have been made and that they have produced results. 

It is not often realised, either in this country or, particularly, 
in the United States, how well the British record in the last three 
years shows up in comparison with that of other countries that 
found themselves in a roughly similar predicamént. The read- 
ing of almost any comparative document, such as the “ Survey 
of the Economic Situations and Prospects of Europe ” published 
some months ago by the Economic Commission for Europe of 
the United Nations, or the Annual Reports of the Bank for 
International Settlements, brings this out very clearly. There is 
a chart in the former document showing, for each of the Euro- 
pean countries, how the volume of exports has moved since 
1938 in relation to the volume of imports—as fair a test as any 
of a country’s willingness to stint itself and make efforts to pay 
its way. In that diagram, the United Kingdom is in a class by 
itself. Is there another country in the world that has been 
willing to impose. such crushing taxes on itself for the sake of 
financial rectitude, or that has been willing to carry on its own 
reserves the burden of other countries’ trade deficits? It is 
the knowledge of these things, incidentally, which creates resent- 
ment in London when accusations are heard from America that 
Britain is “ dragging its feet” in European recovery. Judged 
by any absolute tests of what is necessary or desirable, there are 
many defects in British economic policy, which have not been 
passed over wholly in silence in these columns. By the relative 
test of what others have done, the record is magnificent. 


* 


It is, however, unfortunately a cold, hard and unjust world. 
In the long run, the test of British economic policy will not be 
whether it has involved effort and abstinence in meritorious 
degree, or whether it has been as good as others ; the test will 
be whether it has matched the need, whether it has succeeded in 
restoring independence and self-respect to the British economy. 
The figures that Sir Stafford Cripps gave to the House of 
Commons last week are proof that there is no longer any need 
for panic. Enough time has been won for sober policies. But 
they also need examination for the light they shed on the future 
prospect. : 

How is the battle for independence going ? It is certainly 
going better than it was last year, when it was being lost hand 
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483 
over fist. But beyond that there is equally certainly no cause 
for rejoicing, and still less for. throwing caps in the air... For 
one thing, all that has been achieved has been to get back to the. 
Position of 1946. Gold and dollar reserves are still being used 
up at the rate of £42 million a month, and though the flow of 
Marshall dollars—as long as they last—will reduce these drafts, 
the figure still stands as a measure of the deficit that we should 
have to meet if we stood alone. And the total reserve of gold 
and dollars stood on June 30th at only £473 million.. To spend 
at a rate that would bankrupt us in twelve months is an improve- 
ment on last year’s rate of loss, which would exhaust the present 
reserves in less than six months. But it is hardly a sufficient 
ground for complete ‘confidence in the future. 


Secondly, the improved results of the present year, such as 
they are, have been achieved only by such a severe restriction 
of imports as would be quite intolerable as a basis for permanent 
policy, A future prospect which holds out no hope of relief 
from food rationing, from the newsprint shortage, from. petrol 
rationing, from the restrictions on foreign travel and from. all 
the rest of the paraphernalia of austerity is not one on which 
permanent prosperity can be built. The wonder is that it has 
been endured so long. 

The third reason for insisting that the battle is not yet over 
is that the whole matter completely depends on the maintenance 
of the present very high level of exports. Miracles have been 
performed in the export drive, and are still being done every day. 
But the world is still living under the sign of the sellers’ market 
With one or two exceptions, it is still true that if goods can 
be produced, they can be sold. These conditions will not last 
for ever. Some day—and perhaps some day soon—supply will 
catch up with demand. It takes a high degree of hardihood in 
optimism to believe that, when that day comes, British exports 
will stay up at the level of 130 per cent of 1938, or the even 
higher figures that are posed as targets. If they do not, there 
is no telling what may happen to the British economy. But 
they will stay at these levels in a buyers’ market only if British 
goods make a sufficient appeal to the buyer. They must not be 
content simply*to hold their place in competition, for their place 
—the place they occupied when last there was a buyers’ market 
—is only 100 per cent of 1938. They must undercut the world. 

It is difficult to reach any conclusion about whether British 
exports are, at present, competitive— that is, about whether they 
would be competitive if there were any competition. The 
evidence is conflicting. But there is no evidence at all that 
they are undercutting the market. Moreover, when the buyers’ 
market comes, there are many other countries that will prove 
much nimbler at reducing their prices than Britain. There 
are a number of countries where it is not considered heresy 
to reduce wages, or where the search for economies in produc- 
tion is far keener than it is here, or where internal competition 
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still. puts a sharp edge on ingenuity. In addition, most other 
countries, if they are put to it, can reduce their selling prices 
by devaluing their currencies ; the pound sterling, if it were 
devalued, would be followed down by most of the other cur- 
rencies of the wofld. Indeed, the last time that device was tried, 
the pound was out-devalued by the dollar itself within eighteen 
months. 

From now on, the factor that governs Britain’s ability to 
survive is costs of production. Hitherto the need has been for 
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increase of ; cost what it might. , 
has been great, but it has also been costly. rctahieh aatten 
Ne ee ee 
volume of production, the official campaign of: 

the contrary notwithstanding. What can and must be done is, 
while maintaining the volume of output, to effect a real redu¢- 
tion in the costs at which it is produced. Sir Stafford 
knows this. It would be encouraging to detect a sign that 
anybody else in the Labour movement knows it too. tf 


Testament of Bernadotte 


OLITICAL assassination is always a horrible thing. But 
last week’s deed in Jerusalem is horribie even to this 
brutalised generation. The thought of who it was that was 
killed, of what his purposes were, of what he symbolised and of 
how much harm his death will do, most of all to his killers, 
inspires only exclamations of incredulity that men can be so 
wicked and of pity that they can be so foolish. Yet how many 
delegates to the Security Council and Assembly, as they have 
stood to honour the memory of Count Bernadotte, have asked 
themselves the immediate and vital question which will . write 
his epitaph: Is the man with the tommy-gun to dictate to the 
United Nations what is to happen in Palestine ? For Count 
Bernadotte left not only a memory but also a testament, which 
now lies before the delegates to the United Nations and was 
signed just before his death in their service. His report makes 
the two essential points with great clarity. The first is that 
it now rests with the United Nations whether a solution can 
be reached without further bloodshed. “The conclusion is 
inescapable,” he wrote, “ that at some juncture vital decisions 
will have to be taken by the General Assembly.” His second 
point is that the juncture has now arrived. “Not. even 
increased numbers of observers could for long maintain the 
truce in the city of Jerusalem if it should appear likely that 
a settkement would be indefinitely deferred.” His murder 
merely serves to underline the need for decision and despatch. 
The issue which it sets before all delegates and their govern- 
ments is whether or not to use force to back their will. Nothing 
else will be respected in the pass to which Palestine has come. 
The fact is unpleasant, but not new. The murder of Count 
Bernadotte and Colonel Serot is but the sequel to those of 
Lord Moyne and the British sergeants Paice and Martin, Un- 
willingness to apply a solution unachievable by consent was the 
cause, after twenty years of effort in other directions, of Britain’s 
abandonment of the problem. Now the United Nations must 
face the same issue or else surrender to the Stern gang. For, 
as matters stand, the Zionists are the only people possessing 
both the will and the tools to enforce an end in the affair. 
The Arabs lack the latter, the United Nations lack both. Unless, 
in Paris, they hasten to repair this omission, they have no option 
but to surrender to the tommy-gun. 

Count Bernadotte’s posthumous service to the United Nations 
is not merely that his death brings out, in relief so clear that 
none can ignore it, the supreme importance of the moral issue 
of exerting authority. He has also told the United Nations 
what to enforce. His report contains a proposed solution for the 
problem of Palestine that is both precise and practical. His 
scheme takes into account existing conditions on the spot,’ such 
as Israel’s successful expansion in northérn’ Palestine, and the 


myth still current in the Arab states (owing to their Govern- . 


ments’ lack of the courage of honesty) that the truces baulked 
the Arab armies of victory. The report shows plainly that the 
most that the Arabs could hope for from a fight to the finish 
would be a stalemate, which, since it would imply the existence 
of a Jewish state, would be a Jewish triumph. The matters 


of fact that it establishes tepid dispute are first, that the zig- 
zag partition line prescribed by the 1947 Assembly i is a dead 
letter, along with the plan for economic union that was its 
corollary ; and secondly, that the Jewish state is, within a circle 
of gunfire, a “living, solidly entrenched and vigorous reality.” 
In short, there must be partition, with a fully sovereign Jewish 
state. 

So much the fighting has made finally clear. But does it 
follow that the line of partition must follow the line of truce ? 
The first truce, from June 11th to July 9th, froze a position in 
which the Arab armies dominated large parts of the territory 
labelled Arab by the 1947 Assembly. But in the ten days after 
they decided to resume fighting, they lost all western Galilee 
and a considerable Arab area in the central coastal plain. Count 
Bernadotte did not ignore the lessons of this trial by arms. 
But he was unwilling to concede that military conquest is a 
complete title. If future harmony in the Middle East is to 
receive any consideration, the boundaries cannot be frozen 
quite as they stand. The report makes out the case 
in equity for handing back some areas that were one hundred 
per cent Arab until armed Jews ousted their inhabitants two 
months ago. It therefore proposes the redrawing of the map to 
form two states (each containing on¢ free port) and one inter- 
national city. The proposals—sketched on the opposite page— 
prescribe that the Jews shall retain their gains in Western 
Galilee but shall renounce, in the south, larger but Jess fruitful 
districts formerly assigned to them in the Negev. The report 
proposes that they shall withdraw from the Arab cities of the 
plain, Ramleh and Lydda, and that Haifa sea and airport (in 
Jewish territory) as well as Lydda airport (in Arab territory) 
shall be free ports.. It seeks to remove Jerusalem from the 
dispute by making it an international city. 

A glance at the maps is enough to show that the Bernadotte 
proposals are an improvement on the Assembly scheme ip 
practicability and on the adventitious truce line in justice. But 
as experience has proved time and again, and as Count Berna- 
dotte was plainly aware, a new map is not a solution. The 
Palestine problem is not an exercise in history, or geography, 
or economics, or even in abstract equity, but in politics. A 
solution that will work has an insuperable advantage over all 
others ; and one that will not work is useless, be it never $0 
perfect on paper. For any plan to work, two conditions are 
necessary. The first is that it should be by its nature such that 
the Arabs and the Jews, though they will not voluntarily accept 
it now (the time has long since passed when it was possible to 
think of a solution that would be immediately acceptable to both 
sides), can reasonably be expected to accommodate themselves 
to over a period of time. This test the Bernadotte plan passes 
fairly well, A. great majority of the Jews would have thought 


themselves lucky if they had been offered as much at any time 


before. military success turned their heads. And those 
who have digested the lessons of the past five months may 
now count themselves lucky to have so much keft. : 


The second condition that any plan must fulfil before it has 
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a chance of working is that some outside power should have 
sufficient confidence in it to enforce it while one side is swallow- 
ing its pride and the other is moderating its ambitions—that ‘is, 
until it becomes freely accepted. The “outside power ” used 
to be Britain alone, and now that it bears the name of the United 
Nations nothing can be done without the agreement of the British 
and American Governments. The great advantage that the 
Bernadotte plan has over all previous proposals is that it has 
been accepted both in Washington and in London. 

This fact at once creates a new hope. But it is not by itself 
enough. For great though the moral effect of agreement between 
America and Britain, endorsed by the United Nations, would be, 
the problem of Palestine is far beyond the stage at which it can 
be solved by moral means alone. Physical force will be needed. 
Even if both Jews and Arabs can be persuaded, cajoled or com- 
pelled to put their names to it, Count Bernadotte’s report points 
out the necessity for the enforcement by the United Nations of 
a wide separation of the troops of both sides through the forma- 
tion and policing of 
demilitarised zones. 

Moreover, there is 
very little real reason 
to expect acceptance of 
the Bernadotte pro- 
posals—that is an ac- 
ceptance ‘sincere 
enough to stand up 
against the temptation 
that would be provided 
by the absence of en- 
forcement. Those 
who, running in 
blinkers, still hope for 
a different way out, 
place hopes in the 
headline news of Israeli 
hunts for assassins. 
They see a chance of 
the triumph of lawful- 
ness over terrorism in 
Irgun’s agreement to 
disband. Undoubtedly, 
there are, inside 
Israel, many men 
and women who would like this to happen—who fled, when they 
fled Hitler’s Europe, the ascendancy of the very doctrines for 
which the Stern gang stands. But to assume that their wishes 
will be fulfilled is wishful thinking. The professed objective 
of the Stern gang is a Jewish Jerusalem, and though many Jews 
may privately accept that this is unattainable, none can fail to 
sympathise with it or dare abandon it in public. Moreover, 
fugitives from justice can always find shelter amongst a popula- 
tion accustomed, by the habit of centuries, to help co-Jews to 
evade pursuit. Retreat underground is easy in a country teem- 
ing with newcomers and well provided with shelterers. Above 
all, the Stern gang is not composed of brawns without 
brain ; it can be skilfully stirred up or soft-pedalled by men 
who are fired with a sense of mission and with memories of 
“martyrs” in their cause; their oaths to preserve Jerusalem 
from any but Jewish hands need to be taken seriously. Their 
threats endanger not only foreigners but also Israelis who have 
any truck with compromise. The Arab refugees created by the 
fighting are also, paradoxical as it may sound, an obstacle to 
Israel’s moderation. Count Bernadotte’s report makes it clear 
that a restitution not only of status but also of property to these 
360,000 hapless people must be an integral part of a peaceful 
settlement. Nothing else would be just ; but it would also be 
difficult and costly for Israel. . 

Count Bernadotte’s testament provides a better hope thaa 


1. UN proposal—November, 1947 





Kepréducea trom the News Chronicle by peruussion of the Editor, 


2. Approximate position during second truce July-September, 1948 
3. Count Bernadotte’s proposal—September, 1948 
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ever before of a solution to the thorny and exasperating problem 
of Palestine. But it also leaves no doubt at all in the mind of 
anyone who reads it that the hope will not be realised unless the 
United Nations is at last willing to grasp the nettle of enforce- 
ment. The force may not, in the event, have to be used. But the 
inescapable implication of all Count Bernadotte’s findings is 
that only a seriously meant, and seriously taken, threat of 
irresistible force, and nothing short of it, can bring the parties 
to consider a negotiated settlement. 

But if the nations now assembled in Paris are to quicken into 
action, they need a lead from some quarter. The application of 
force needs to be disinterested and accepted as such ; it could 
not come from Britain. It also needs to come from someone in 
a position to implement a share of the responsibilities entailed. 
It must come from a power able to use political and, if necessary, 
physical force. Why should a small power—bereaved Sweden, 
for instance, or Belgium—fill a role that great powers are shirk- 
ing ? Russia, which ‘hopes for the total ascendancy of a Com- 

munist Israel, does not 


only possible candidate 
for saving the United 
Nations from surrender 
to violence is the 
United States. The 
role is, for the Ameri- 
can Government, un- 
enviable. - It ‘might 
entail the pitting of 
armed American um- 
pires against Israeli 
soldiers —'a thought 
almost unthinkable 
when a presidential 
election is less than 
two months away. Yet 
to shirk the initiative 
is to fall victim to the 
voice that seduced 
weak men to Munich 
and Vichy and that 
has heralded every 
disaster of our times. 
Last week’s murder 
has produced, in America as elsewhere, a revulsion of 
sentiment against the state of Israel which, if it was 
not consciously condoning terrorism, was all too ready to 
receive its loot. What the world must hope for is that this 
reaction in American public opinion will go far enough to permit 
Mr Truman and Mr Marshall, with Mr Dewey and Mr Dulles, 
not merely platonically to accept the Bernadotte plan but to put 
all the influence and strength of the United States behind it. 


-) 


If so, then those who mourn Count Bernadotte will be able to- 


give themselves the only consolation that can bring any comfort, 
the knowledge that he did not dié in vain. 
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The War of Europe’s Ear “ll 


HEN the thirty-three nations concerned with the distribu- 
tion of long and medium radio wavelengths in Europe 
and the Mediterranean gathered im Copenhagen in June, the 
chances of securing an agreed plan seemed small. Although 
the disposable waveband—that is to say, the sum of available 
wavelengths—had been made rather larger at an earlier con- 
ference in Atlantic City, there were still not sufficient wave- 
lengths to meet the nations’ demands. Nor was there any agreed 
yardstick or formula upon which to base the new allocation ; 
the existing basis—an agreement reached in Lucerne in 1933, 
but since modified by the disorganisation of war—was an 
uncertain starting point, for it did not include the Soviet Union. 
It was generally expected that this need to find room for 
Russian wavelengths, and to do so on an agreed basis, would 
very probably break up the conference. In 1946, when the 
nations had assembied» in 
Brussels to mclude Russia in 
radio’s international body, the 
U mon Internationale de Radio, 
the Russians insisted that the 
Baltic Republics, Karelia and 
Moldavia should have equal 
voung gights. At this the 
British and six other delega- 
tions walked out, and the 
Russiams set up a new 
unrepresentauve Organisation 
Internationale de Radio. At 
another preliminary confer- 
ence in Brussels, the Russians 
staked out a claim for an 
unduly high number of wave- 
lengths and demanded that 
they should all be exclusive (a 
number of European waye- 
lengths can, technically, be 
shared, two nations taking one 
end each ; thus a number of 
Britain’s medium waves are 
used on the other side of 
Europe by stations in Rumania 
or Jugoslavia). The outlook for the conference was not improved 
—from the British standpoint—by the tendency of France in 
these early discussions to support Russia’s claims, possibly in 
the hope of gaining similar backing for its own comparatively 
large demands. 

The first weeks at Copenhagen confirmed the pessimists’ 
worst fears. The assembly divided itself instantly into a closely 
knit, uniformly voting Eastern bloc opposed by a much looser 
but recognisable Western bloc. The usual Russian conference 
techniques came into play, and for week after week delegates 
sat for hours listening to ferocious objections on procedural 
pomts; violent attacks upon the (unrepresented) Spamards and 
repeated attempts to secure representation and full rights for the 
Baltic Republics and for Karelia and Moldavia. After a month 
there was not even an agenda ; late and early, the Soviet delega- 
tion, working with a tirelessness and a precision that aroused a 
sort of distasteful admization in the Westerners, shepherded the 
obedient satellires, outsat everyone in committee and stone- 
walled on every issue. 

Just as the Western delegates were beginning to wonder 
whether they might not just as well pack their bags, the Russians 
apparently decided that the endurance test had lasted long 


enough. In the numerous working’ parties that spawned off 
frovh the general conference to-consider technical issues, a hint 
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anxious to secure an agreed plan. Under cover of the war of 
words still raging on the surface, the process of concrete bargain. 
ing began. In the course of it the Russians made genuitie 
concessions. For instance, they abandoned one or two waye- 
lengths and dropped their demand that their wavelengths should 
be exclusive. A small group of experts worked on the 
allocation chart, and at the beginning of September a plan was 
completed which, with certain reservations, satisfied all save 
seven countries—Austria, Egypt, Iceland, Luxemburg, Sweden, 
Syria and Turkey—each of whom had a special grievance. This 
plan will come into force in March, 1950. ; 
Agreement was possible because the chief Powers— Britain, 
France and Russia—had an ultimate common interest in orderly 
broadcasting, and because each could prevent the others from 
using diserder to its own 
advantage. It would have been 
useless, in the long run, for any 
power to grab a wavelength 
not allotted to it, since the 
other powers could nullify the 
gain by jamming its broad- 
5 casts. Thus the incentives and 
ts the deterrents were equally 
balanced. East could only 
spite West by action which 
would lead to West spiting 
East. The idea .of British 
broadcasts to Europe was no 
doubt as unwelcome to the 
Russians at the beginning of 
the Copenhagen Conference as 
at the end, but they could 
have prevented it only at the 
risk of Britain imterfering with 
all Russian . broadcasts to 
Europe; and if one fact 
emerged more clearly than any 
other, it was that the Russians 
set a very high price indeed 
upon their channels of foreign 
propaganda and wish above all to keep their unimpeded access to 
Europe’s ear. When the new plan goes into effect, the Russians 
will dispose of exclusive long waves, exclusive and shared 
medium waves. If the allocations to the satellite states are. 
added, the channels. used by the Eastern bloc will amount to 
exclusive long waves, exclusive and shared medium waves. 
The French delegation showed a tendency throughout the 
Conference to attempt to act as a “ bridge ” between East and 
West. This technique was not unsuccessful, and France emerged 
from the conference with one exclusive long wave, 5 exclusive 


WAVELENGTHS 


Medium Long Long 
Shared Exclusive Shared 
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and 13 shared medium waves, a total slightly above that of 


Britain, whose broadcasting services are much more highly 
developed. Nevertheless, the Britsh delegation, whose rocklike 
patience was the chief reason why the conference did not 

up after the first weeks of procedural battle, secured what they 
set out to secure—sufficient wavelengths to cover the BBC's 
present services. 

With one exclusive long wave, two exclusive and eleven shared 
medium waves at its disposal, the BBC need make little change 
in its present schedules. This fact is in itself a victory, since. 
British services today are being carried on by. means of waver 
lengths one or two of which were “ borrowed ” during the waf, 
and which might therefore have been lost in any agreed pest, 
war plan, The home services will undergo small changes—for. 
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instance, a number of them will drop to lower wavelengths, but 
their reception should be unimpaired. ‘The only exception is 
that one of the wavelengths at present used by the Third Pro- 
gramme—203 metres—has had to be given up and a wave- 
length below the 200 mark--195) metres—accepted in its place. 
This wavelength is unfortunately just outside the range of many 
existing wireless sets, though it will be quite easy. to extend 
the range of new sets 40 cover it. : 

Over one point only did the British delegation feel compelled 
to enter a reservation. The wavelengths allotted for broad- 
casting in Germany are very unsatisfactory. Most European 
nations followed the Russian lead in declaring that the Germans 
had forfeited the right to good wavelengths, and there was sup- 
port for the Russians’ entirely inadequate proposal that each 
Zone should have one medium wayelength only. The British 
were uneasy at this development. They had in mind the 
strength and number. of long waves available in the East for 
direct broadcasting into Germany and felt that the Russian plan 
would leave the Western Powers with no comparable advantage. 
They were able to get the number of medium waves per Zone 
increased to two but the coverage is still inadequate and the field 
appears to remain wide open to Eastern broadcasts on strong 
wavelengths. The British Government has made an official 
reservation on this point and attempts may be made to modify 
the position before 1950, when the plan is to come into effect. 

The agreement reached in Copenhagen undoubtedly goes 
a long way towards avoiding chaos in the air. As a proof of 


| NOTES OF 


After a week of useful debate provided by the Address, the 
House of Commons turned on Monday and Tuesday to the real 
business of the short session—the passage of the Parliament Bill, 
1947, through its second session. Because there was almost 
nothing new to say, Monday’s six-hour debate upon the second 
reading was one of the poorest since the beginning of this Parlia- 
ment, and because thére was no possibility of compromise or 
alteration in the Bill, the speeches were of the tu quoque type, but 
without the gaiety which a university union can génerally instil 
into this kind of argument. Mr. Morrison, drawing strength from 
the unanimity of the, Labour Party on this issue, was concerned not 
so Much to argue the merits of the Bill as to disprove the charge 
that it is aimed. at forcing the passage of the Iron and Steel Bill. 
Not content with the most earnest of denials, he went so far as to 
say that even if LordSalisbury and Mr Churchill gave a signed 
undertaking that the Lords would not reject the Steel Bill, the 
Government would still proceed with the Parliament Bill. 


It would take more than affirmation to make Mr Morrison’s 
denials convincing. If the Government is interested solely in the 
curtailment of the power of the House of Lords, the Parliament 
Bill could have been introduced earlier and passed into law with- 
out the necessity of a special session. If it is so anxiously con- 
cerned with the proper expression of the people’s will, why has 
it not shown itself more interested in reforming the com- 
position of the Upper House? If the special measures taken to 
ensure the passage of the Parliament Bill are not designed to 
protect the nationalisation of iron and steel, what are the 
unpopular measurés which the Government proposes to introduce 
in the 1948-9 session? Mr Morrison may be a skilful Parlia- 
mentarian, but he should realise that to say that black is white 
upon the floor of the House advances him little if circumstantial 
evidence and common knowledge show that black is black 


_ If the Government’s motive is suspect and the affirmation of 
its leaders mere bombast, the Conservative argument is. little 
Stronger. To insist that jt is impossible to discuss the powers of 
the Lords without reference to its composition, can equally be 
inverted to. show. that it is impossible to consider reforming the, 
Lords and yet ignore the question of their powers. If reform of 
Composition was their most earnest desire, they gave up a priceless 
Strategic position—-indeed, the only strong one which they have 


occupied since. 1945—by permitting the all-party talks of last 


Spring. to break down, The great test of the continuing 
ey Py the Conservative desire will come when they are 
Xt in office, . 
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the possibility of agreement, it is to be welcomed. As a tech- 
nical plan, it is satisfactory. ‘There are, howéver, two reasons 
why its results may not prove as promising as they seem today. 
The first reason is the lack of any. international, organisation. to 
oversee the working of the plan; to. keep:nations on their wave- 
lengths and generally to enforce its provisions. The old Union 
Internationale de Radio is anathema to Russia. The new 
Organisation Internationale de Radio set up. under Russian 
aegis has not secured Western. .adherence since .it.. still, in- 
cludes the Baltic and other, republics... Yet the Copenhagen 
agreement. refers, constantly. . to... the...rights . and . responsi- 
bilities of the “ expert international. organisation.” It) does 
not yet exist. a 

The second reason is that one large field of broadcasting— 
shortwave broadcasting—has still to be agreed. A conference 
will meet this autumn.to,consider the allocation of. short. wave- 
lengths and the Russians will undoubtedly seck to absorb most 
short wavelengths into purely internal bréadcasting. Such a 
step would prevent nations from using short wavelengths to 
broadcast to other countries and would thus. virtually stop British 
broadcasting to Eastern Europe. ..Medium. waves from. this 
island reach only to the fringes of Hungary ; all broadcasting 
beyond that must rely on short wavelengths. Short wavelengths 
are in fact the only answer the Western Powers have to the con- 
centration of medium and long waves under Russian control. 
The Copenhagen Agreement is thus only a phase in the battle 
for the ear of Europe... The decisive struggle lies, ahead. 


THE WEEK 


The Work of the House 


However imperturbable Mr Morrison may appear on the floor 
of the House, he has apparently found it necessary to defend,.mot 
only the Government’s Parliamentary policy, but the House. of 
Commions as an institution, In a speech delivered last Saturday 
to the Southern Regional Council of the Labour. Party (who 
probably expected quite a different kind of oration), he explained 
the fynctionings of the House of Commons with. the double object 
of showing that the pressure of modern conditions. had not 
reduced the adaptability and efficiency of. Parliament,as.a legis- 
lative body, and to refute the picture of an Opposition bound and 
gagged by the Government’s control of business. Out of 171 
sitting days in the last session, legislation Occupied 884 days and 
the Budget and Finance Bill another 21 days, while 55 days 
(including presumably Supply days and debates. on the Adjourn- 
ment) could fairly be described as deliberately afforded to the 
Opposition and to private members to. discharge’ their critical 
functions, 

On the time allowed for debate it is true that the Opposition 
has no ground for complaint... It.would be true to say that much 
of the time at their disposal has not been, very well used, were it 
not for the fact that when a Government has a very large majority 
there is little that an Opposition can do except expostulate— 
although the members for Orpington and Torquay have lowered 
the level even of expostulation. But Mr Morrison evaded the 
real issue ; it is not that the Government has appropriated too 
much time to legislation, but that it has forced too much into the 
time available, overtaxing the powers not only of Members of 
Parliament, but of the Ministries and the Parliamuntary draughts- 
men. The work of, standing. committees is no substitute for 
proper governmental presentation. of Bills, as the Transport Bill 
and the Town and Country Planning Bill showed, ~ Nor does 
the Government seem to show any concern to better the procedure 
by which Parliament scrutinises delegated legislation. 

If Mr Morrison is anxious to preserve the best traditions of 
Parliament, the same cannot be said of some of his senior col- 
leagues: Last week both Sir Stafford Cripps and Mr Bevin, 
charged with the introduction of important debates, read pre- 
pared’ speeches and left the Chamber | shortly . after their 
delivery. If a Minister has a pronouncement of policy to make 
which cannot ‘wait for the reassembly of Parliament or on which 
no debate is possible, Limehouse or Birmingham are as suitable 
as Westminster, but if ir is intended for the atrentiyn of Parla- 
ment, Members have the right to expect something better than a 
press handout and to demand a personal explanation and clarifica- 
tion (by a Minister and not by a junior) of the points involved, 














488 


Civil Defence 
It would be unfair to blame Mr Morrison for all the implica- 


tions that were drawn last week from his statement about civil 
defence. What he told the House of Commons was that “con- 
siderable progress” had been made with plans for assisting the 
population, for the reorganisation of civil defence services and for 
the preparation of legislation. From the adjective “ considerable 
some lobby correspondents seem to have been encouraged to leap 
10 the conclusion that equipment, training, evacuation and shelter 
schemes were all under active consideration. There is unfortu- 
nately no reason to believe that they are. 


A Ministry of Health up to its ears in the organisation of the 
new health services cannot hear the Home Office’s plea for some 
thought about evacuation. A Ministry of Supply with its ¢yes 
fixed on export targets can easily overlook the existence of imstruc- 
tions which until lately encouraged factory managements to de- 
molish the shelters of the last war. A Treasury as hard-pressed as 
the British may well be reluctant to face the fact that a supplemen- 
tary estimate will be needed for civil defence—present funds are 
insufficient even for the slender training resources now available 
—and that no meeting has yet taken place with the local authori- 
ties to decide how expenditure is to be divided between them 
and Whitehall. How important this omission is may be judged 
from the fact that before the war it held up Home Office attempts 
to start ARP for nearly fifteen months. And there remains the 
obstinate refusal to allow the Home Secretary to sit regularly 


on the defence committee of the Cabinet and stake his claim to 
attention. 


This is all quite understandable as well as regrettable. Some of 
the failure arises out of the immense difficulry of developing 
simultaneously long-term and short-term defence policies. But if 
there is to be civil defence, with all that means in new burdens 
for the able-bodied citizen, then Ministers should take the matter 
far more seriously. Among other things they should inquire what 
has been achieved by General Irwin’s inter-departmenta] working 
parties, and whether training of civil defence cadres ¢an in fact 
be begun within a reasonable time. 


The bright spot in the picture is the progress being made by 
the army; from private to general, training is being given in the 
new task of co-operating with the civil population. And when the 
Territorial Army begins to receive the influx of trained reservists, 
there will be a good nucleus of trained men to rely on. None the 
less, there is a grave risk that their civilian colleagues will find 
themselves without vehicles, premises, training facilities or local 
organisation. There will be an opportunity to raise these ques- 
tions with Mr Chuter Ede when the Bill giving him new powers 
is presented next month. 


* * * 


M, Queuille’s Balancing Act 


M. Queuille’s Government hangs by the usual thread of the 
“vigilant” Socialists’ wavering and unhappy support. The 
organised working class is not pacified by the Premier’s plan to 
save the franc—threatened by a budgetary deficit of 114 billion 
francs—and al] unions, Communist and non-Communist, threaten 
a token strike against the measures which increase taxation by 
%o billion francs and cut Gevernment expenditure by 20 billion 
before any attempt is made to increase wages. The Socialists 
are shaken by the massive hostility of the workers, and now that 
ihe Assembly, reversing a previous vote, has fixed county council 
elections for October, they fear that the unpopularity of 
M. Queuille’s financtal remedies will be reflected in the ballot 
and that the Socialists’ following will be once again reduced. In 
these conditions their continuance in the Queuille cabinet can 


probably only be bought by a really important concession to the 
workers on the wage issue. 


Only one event—a tragic one—has played into the hands of 
moderate government since M. Queuille became Prime Minister. 
At the weekend, Communist interruptions to a Gaullist rally in 
Grenoble led to a violent armed counter-attack, in the course of 
which two people lost their lives. The Government reacted 
strongly against what they called the General’s “ private motorised 
police” and demanded its dissolution. This reminder of the 
mereasingly violent character of extremist politics in France 
sobered the Assembly and was sufficient to pursuade more 
than one doubtful deputy that a Third Force government, 


however vacillating, may be preferable to the strong arm of 
Right or’ Left. 
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Western Europe’s Harvest 


Latest reports indicate that the early hopes of good hary a 
in Western Europe this year will be fulfilled, in some cases even 
surpassed. The picture is very much brighter than last year 
when the European harvest was consistently bad, and the Fre 
10 take only one example, were striking for more bread 
were being forced to eat unpalatable maize loaves. at 

This year bread grain production in Western Europe js 
estimated to be about 37 per cent above last year and about 
88 per cent of the average annual prewar yield. The wheat 
harvest in the United Kingdom is expected to produce 79 million 
bushels compared with 62 million last year. In France the tot} 
yield of bread grains is still 15 per cent below prewar, bin 
7,000,000 tons of wheat are expected compared with 3,266,000 
tons last year. In Italy also, the total bread-grain production 
is still 15 to 20 per cent below prewar, but over 6,000,000 tons 
of wheat are expected compared with 4,674,000 tons last year, 
The latest reports from Bizonia indicate that almost all the bread 
grain crops show substantial increases over last year. 

The political implications of Europe’s bountiful harvest are 
as important as they are obvious. Hunger is among the most 
potent allies of Communist propaganda among urban workers, 
who are easily encouraged to blame their governments alone for 
their empty larders and to ignore such vital factors as storms and 
droughts, the world dollar shortage, and even the selfishness 
of farmers who hoard their produce in the hope of higher prices. 
M. Queuille’s Government would have an even smaller chance 
of survival than at present if France were faced with another 
harvest like last year’s. 

Moreover, last year an already parlous condition was rendered 
even worse by the acute dollar shortage of many Western Euro- 
pean countries, which made it difficult for them to stock their 
gtanaries from overseas. This year an improved outlook is made 
even more cheerful by the Marshall dollars which are available 
to buy supplementary supplies from the western hemisphere’s 
export surplus: Western Europe’s good harvest should in fact 
much improve the Marshall Plan’s chances of success. On the 
one hand improved rations will help European workers to make 
that effort of self-help upon which Americans rightly place such 
stress. On the other, the good domestic harvests should make 
it possible to spend Jess of the Marshall dollars on wheat—by, 
the end of August over $305 million had been spent on wheat 
and wheat flour—and more on such things as raw materials and 
machinery which are of more permanent value in the recon- 
struction of Europe. 

* * n 


India’s Five-Day War 


Militarily, the defeat of Hyderabad was a foregone conclu- 
sion ; the only question was whether Uno would try to restrain 
India from its use of force, and this Uno did not do. The Security 
Council having decided on September 13th to admit Hyderabad’s 
appeal to its agenda, but having adjourned for four days without 
calling on India to stop the invasion, the Nizam capitulated on 
the following day. 

From a British point of view there is a clear distinction between 
the result of the Hyderabad conflict and the method by which 
it has been brought about. Certainly no British interest, poli- 
tical, economic or strategic, would have been served by the con- 
tinued independence of Hyderabad as a state occupying an area 
in the middle of the territory of India and dominated by a 
minority group unfriendly to the Indian Government. On_ the 
contrary, British interests require the existence of a strong, stable 
and geographically solid India, and the documents which have 
been published by the Hyderabad Government itself show that 
Lord Mountbatten in his personal capacity strongly advised the 
Nizam to agree to accession. There is little doubt that the 
substance of accession could soon have been obtained if the: 
Indian Government had chosen to treat the terms offered by the 
Nizam as a basis for negotiation instead of resorting to threats 
and finally to force. What has been condemned, and rightly s0, 
by British public opinion has been the procedure of coercion 
applied to a state which, by the terms of the India Independence 
Act, was unquestionably left independent. 

The strong criticism of India which has been voiced in this’ 
country, and which has apparently been much resented in India, 


has not been due either to anv injurv to British national interests. 


or to any anti-Indian feeling, but to British concern at the damage’ 
done by such a military invasion to Uno and the principle of 
peaceful settlement in international disputes. The war may have 
been brief and localised ; it may have removed a tiresome pr : 
from Indian politics ; yet every successful use of force against a 
independent state is an encouragement to men of violence in @ 
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world which desperately needs the consolidation of the will to 

ce. Aggressiveness is catching; so is the habit of calling it 
police action. There*is no question of any ‘tutorial or super- 
visory attitude towards India; the press of this country would 
have commented similarly on any nation which had taken similar 
action. Nor should Indians suppose that membership of the 
Commonwealth requires that members turn a blind eye to each 
other’s misdeeds ; the function of the Commonwealth should be 
to provide its members with special means of peaceful settlement 
of disputes, not to cover up their acts of violence. It would 
indeed be a compensating sequel to the Hyderabad episode if 
the forthcoming Commonwealth Conference were to devise 
machinery of arbitration to which, in future such cases could be 
referred. 


a * x 


Planning Act in Difficulties 


It has at last, been officially admitted that the system of land 
wansactions authorised bythe Town and Country Planning Act 
is not working properly... It.js necessary for the Act’s success that 
land should be bought and sold in the open market at its “ existing 
use” value, since, when development takes place a charge is 
payable to.the Central Land Board which is intended to scoop 
off all of the consequent increase in the value of the land. | The 
strict theory of the Act is that no profit should normally be made 
out of land development by private individuals, who are being 
compensated once and for all for the loss of existing development 
values out of the £300 million fund. If owners and developers 
refuse to co-operate in securing the Act’s intentions, one of two 
things may happen—either desirable development .may be held 
up through lack of sufficient profit incentive, or else the burden 
may be passed on to the consumer in the form of a higher pur- 
chase price or rental for new buildings. 


The present grave shortage of accommodation makes the latter 
alternative only too feasible. This no doubt is the main reason 
why land is still frequently changing hands at well above its 
“existing use” value. In many cases, the purchaser is paying 
the equivalent of the full pre-Act price for the land together 
with the vendor’s claim on the £300 million. Since this claim 
will not be realisable for some time (and is uncertain in amount), 
the immediate cost of such land when development takes place 
and the Board exacts its development charge will be a great deal 
higher than previously. The dangers of such a situation are 
obvious. 


The Central Land Board has now reluctantly asked the Minis- 
ter’s approval for the exercise of its own powers of land purchase 
in cases where sales are taking place at prices considerably above 
“existing use” values. Mr Silkin has» given wholehearted 
approval. The Board is anxious not to use compulsion or to 
take action on a large scale. - Some time ago, Mr Bevan urged 
local authorities on no account to pay more than “ existing use ” 
value for land which they acquired. But if these measures do 
not have the necessary psychological effect on the market, what 
then? Compulsory action on a large scale would be contrary to 
the Act’s basic intentions ; but it is also becoming clear that its 
theoretical assumptions are no match for the niceties of the land 
market. 


x * * 


Real Wages 


Hansard reports Mr Douglas Jay, Economic Secretary to the 
Treasury, as having said in the House of Commons on September 
16th: “ The Economist told us the other day that the British 
wage-earner by one hour’s work was earning more food than any 
other wage-earner in the world.” This is a misquotation of 
what was written in The Economist so serious that it contrives to 
convey exactly the opposite intention. What we wrote on August 
Igth was that “a pound of meat, a pound of butter, a pound 
of bread, costs the British wage-earner less, in terms of hours 
of work, than it costs almost any other wage-earner in the world— 
including those of most of the food-producing countries.” This 
occurred in the course of an argument in favour of “ rationing 
by the purse,” and the reference was, of course, to the economic 
absurdity of the food subsidy policy. The moral was the lowness 
of British prices, not the highness of British output. The British 
Wage-earner does not earn more food in an hour’s work than 

countries’ wage-earners, For the fact that he gets it so 
cheaply, relatively to his own efforts, he should thank the United 
» Canadian and British taxpayers. 
._ The following figures are an interesting commentary on this 


issue. They show the number of minutes of work required, 
wages for adult males, to 


at representative standard rates of 
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purchase various articles in three countries. The columns for 
the USSR and the United States appeared in the New. York 
Times in December, 1947 ; that for Great Britain was added by 
the American magazine Time in February, 1948: 
UK 


USSR USA 

No. of Minutes Required _ 
1 Ib. wheat bread ........... 70 Th 5 
© POE Weal 2 cae es 315 344 374 
2 ty, Butter... Seis a 642 30. 
1 pint draught mild beer ..... 171 6t 224 
<nbton drei... 6128 ea 1,911 142 450 
Man’s woollen suit........0.. 34,815 1,684 2,700 


The sharp increases in food prices in the United States in the 
last six months will have altered the comparison, so far as it 
relates to food, still further in favour of the British worker. ‘A 
comparison of the food figures with those for clothing shows how 
strongly the British worker is being induced to shift his con- 
sumption towards food—which is a curious thing to do when 
there is a world-wide shortage of food. 


* * 


Communist Manifesto 1948 


Last Sunday the executive committee of the British Com- 
munist party issued a statement condemning the wage freeze, 
purchase tax, rearmament, the Malayan campaign and the 
Marshall plan. The party has apparently come to the conclusion 
that, great as may have been its defeat at the Trades Union 
Congress, advantage can yet be reaped by a concerted attack upon 
the positive actions of the Labour Government which are likely to 
be unpopular with the workers. It thus sees a chance of enhancing 
its own prestige and of retrieving its reputation with the Comin- 
form for a not very successful year of unrest and agitation. The 
Communist Party’s plan for this year was, first, quietly to with- 
draw their support for increased production, -and later to con- 
centrate on large scale stoppages of work in key industries, 
especially in shipping and engineering. As it turned out, their 
programme has not been a spectacular success: the aggregate of 
working days lost through industrial disputes in the first seven 
months of 1948 is higher than for the comparable period of 1947 
by about 8 per cent; but this is largely accounted for by an 
increase from 28,000 to 496,000 in the iron and metal trades, 
and both transport and many of the export industries show a 
considerable decline. The London dock strike was a worthy 
achievement but hardly such as to satisfy the Cominform without 
further success, and thus the Cripps-TUC policy on wages comes 
as manna from hell. 

Frustrated in its aftempts to increase its representation in 
the official hierarchy of British labour, and by the noticeable 
resistance to Communist activities at the lower level of union 
activity (although it has lately had some success on the trade 
councils), the party has obviously decided on more direct methods 
of agitation. Mr Harry Pollitt writing for the Cominform news- 
paper in Bucharest on September Ist put it in a nutshell: — 

In leaflets and pamphlets, through its press organs, by the 
organisation of local petitions of housewives protesting against the 
cost of living, and for wage advances to meet the constant rise in 
the cost of living, the Communist Party stands out as the real 
defender of the interests of the working people. 

These campaigns now begin to meet with an increasing response 
as the immediate reaction of the engineering workers to their being 
refused. a wage advance so clearly proves. 

The new line of action is to concentrate the attack upon taxation 
and upon profits, and to cheer on any union which is pressing 
for higher wages, while preying upon the very real popular 
fear of war. But it appears that the party line is not quite 
straightened out as yet. - At a meeting of the London Communist 
party on September 12th, Mr Pollitt, after offering to apologise 
if anyone mistakenly thought that increased production was still 
on the programme, said that it and class co-operation might have 
been desirable had they been on the verge of a revolutionary situa-~ 
tion “but had nothing in common with the present objective 
situation” and that “no Communist party in the world needed 
to win allies more than our own.” If the Communist party is 
out to confound the Labour Government, where does it expect 
to find allies—from the Trotskyists perhaps ? 

- 


* * 


The Kettle Boils Over in Java 


‘After the weary months of uneasy truce, abortive negotia- 
tions and Uno “ good offices” which have elapsed since the 
Security Council checked the last Dutch “ police action” in Java, 
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a fresh crisis has now arisen with the seizure of power by 
Communists in part of the territory held by the Indonesian 
Republic. From the beginning the Communists had been 
active as a section of the Indonesian nationalist movement, but 
they had made no open attempt to seize power for themselves ; 
indeed, they seem to have tied to remain as inconspicuous as 
possible, while building up, and gaining control of, various mass 
organisations of peasants, labourers and youth. 


Recently, however, two important Communists, Moeso and . 


Soeripno, arrived from Russia, apparently with fresh instructions. 
Fer Moeso on the one hand conducted negotiations for the for- 
mation of a bloc with other parties and groups of the Left against 
the Hatta Government, and on the other sharpened the Com- 
munist line to one of uncompromising extremism. In highly 
inflammatory speeches in the early days of September he called 
for an immediate division of all land among the peasants, for a 
ruthless struggle against the Dutch—he said that the Communists 
reccymised neither the Linggadjati nor the Renville Agreements 
concluded by the Republic—and for the alignment of Indonesia 
with the Soviet Union in the event of the latter being at war 
with the United States. These speeches were followed by armed 
revolt ; the Communists have captured the town of Madiun with 
the aid of some regular troops who joined them and irregulars 
of the Pesindo, the Communist-controlled youth movement. The 
Hatta Government responded with police action against the 
Communist bloc in places which remained under its control, and 
the Republican Parliament vested President Soekarno with 
emergency powers for suppression of the revolt. 

The splitting of the Indonesian nationalist movement follows 
the Communist revolts in Burma and Malaya and coincides in 
time with the assassination of U Tin Tut, the most able of Thakin 
Nu’s colleagues in the Burmese Government and a man whose 
friendship with Britain was, unfortunately for him, beyond doubt. 
In each of the countries where the Communists have resorted 
to armed revolt, their greatest anxiety has been to prevent any 
compromise or reconciliation between the more moderate 
nationalists and the British or Dutch: In Burma, where Britain 
has conceded full independence, the anti-British campaign has 
been switched to the economic field, with propaganda to the 
masses that all will be well for them if only all foreign capitalists 
are expropriated. In Indonesia, the demand for political inde- 
pendence can stil] be exploited by the Communists. Hatta 
has declared that he wants no Dutch aid in dealing with the 
revolt ; if he can crush it, the way should be open to an early 
settlement with Batavia ; but if he fails, direct hostilities between 
the Communists and the Dutch will certainly follow. 


* * *x 


Socialists Hold Fast in Sweden 


The Social Democrats in Sweden have received a vote of 
confidence from the people. This is the unexpected result of 
the general election held last Sunday. The recent steady swing 
to the Right has been halted. It is significant that this should 
have happened at a time when the country’s serious difficulties, 
so easily attributable to the party that has been paramount for 
over a decade, laid the Government open to valid criticism. 
Compared with the steadiness of the Social Democrat vote—it 
has increased from 1,415,000 in 1944 tO I,7§0,000, winning 112 in 
place of 115 seats in the Lower House—the remarkable gain of 
the Liberal People’s Party (Volkpartiet), who polled 850,000 votes 
compared with 390,000 in 1944 and secured 57 seats as against 
26, is of secondary importance. 

The Liberal success was achieved almost entirely at the expense 
of the other parties of the Right, which lost heavily. The Con- 
servatives now have only 22 seats compared with 39 and the 
Agrarians 30 instead of 35. They may derive some consolation 
from the decrease in Communist representation from 15 to 9, 
But in other respects the prospect for them is unexpectedly 
bleak—and the fact that there was a record poll of some 80 per 
cent of the electorate rules out any attempt to blame absentee 
voters. 

There is now little doubt that the Social Democrats will retain 
sole power. Other parties’ confident hopes of taking a share in 
office have faded. The Premier, Mr Erlander, has already said 
he will accept the renewal of his mandate provided by the elec- 
tions. There is, therefore, scant likelihood of any changes in 
Social Democrat policy ‘except towards measures which hard facts 
or political tactics impose. 

The powerful Liberal Opposition, ‘under the brilliant but 
oqenere leadership of ~ economist Fae Pe ec nes 

t opportunity ammunition for prelimi shar 
shooting ete Clovaramneat pees ahead wich unpleasant measures 
40 meet a Serious economic situation ; but the lack of an absolute 
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majority “wil prove a more serious difficulty to the Socialists 
than the attacks of the Opposition. In home affairs they cay 
rely on the Agrarians or, according. to circumstances, on 1 
Communists, to support their measures. In, foreign affairs 
non-Communist _ parties will. collaborate. . In controven 
measures events had already to a large extent imposed on 
Social Democrats the caution which is needed to secure allies 
from Right or Left. The elections, although important for the 
future of the various parties, have changed little, - 







* a ? ea 
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Defence in the Dominions 


The lead given by Britain in overhauling and strengthening 
its defences is being followed in Canada and Australia. Qn 
Sunday Mr Brooke Claxton, she Canadian Minister of Defence, 
opened a new recruiting campaign, saying that Canada’s defence 
forces were now seven times larger than before the war (although 
this represents an increase in the army only from 2,800 to 18,090 
men) and that they will be built up further to meet the immediate 
needs of defence. In Canberra the Australian Defence Council has 
been meeting this week to discuss possible changes in its £256 
million defence plans. The withdrawal of Australian troops from 
Japan has been proposed, and a sub-committee of the Federal 
Cabinet has been set up to review civil defence measures. 

These are welcome signs of the willingness of the Dominions 
to take a greater share in the defence of the Commonwealth, 
Both Canada and Australia occupy strategic positions in the 
world and their ability to defend themselves will relieve Britain 
of a burden it can no longer bear. Nor are the Dominions moved 
only by self-interest. The acting Prime Minister of Canada, Mr 
St Laurent, speaking in the same recruiting campaign as Mr 
Brooke Claxton, said that the need for military forces was “to 
defend our*country and to take our place in any arrangements 
for collective security we may assume.” 

Welcome as are these signs of increasing responsibility of the 
Dominions for their own defence and the development of regional 
defence pacts, there is still a lack of central direction of Common- 
wealth defence as a whole. The abolition of the Imperial Defence 
Committee at the end of the war has left a gap which needs to 
be filled. Although the training of staff officers and the develop- 
ment of technical equipment is co-ordinated, the higher direction 
of defence strategy is still left to the individual Dominion govern- 
ments. The notable exception is the co-ordination of Canadian 
defence policy with that of the United States. 


* * * 


Court Martial Reform 


In the Commons on Tuesday, Mr Shinwell announced certain 
reforms in the organisation of the Judge-Advocate-General’s 
Department affecting both the Army and the Air Force. In form, 
the apparent scope of the reforms is small. In future, the Judge- 
Advocate-General will be answerable to the Lord Chancellor and 
not to the Secretaries for War and for Air. Instead, the Service 
Departments will set up their own internal organisations to 
provide advice before prosecution and to deal with the actual 
prosecutions at the court-martial trial itself. The Judge-Advocate- 
General’s Department will be concerned only with the court 
itself, and the subsequent review of the proceedings. None the 
less, these changes are of considerable importance. on 

A Service wial by court martial resembles most closely the 
proceedings in a magistrate’s court. The prosecuting and defend- 
ing Officers are serving officers probably without legal training: 
The court itself is also made up of serving officers, who may have 
a good deal of experience of Service life and procedure but who; 
again, are probably without formal legal training. The Judge 
Advocate-General’s Department has, hitherto, played a double 
role. It has had the duty of advising the prosecution on the 
preparation and conduct of the case, and also of advising the 
court itself on any legal points that arise during the trial, as, for 
example, the admissibility of evidence. It-is possible for am 
individual successfully to divide his mind between these two 
functions, but if he fails to do so, injustice may easily arise.» lt 


the police superintendent supervising the prosecution in the 
court had also the duty of acting as magistrates’ clerk in advising 
the bench on any points of law. bi 
taken its time in effecting this reform. It 
was Tirtt. proposed by 9. Committee Jn. spay and re-sfiemed: 
another in June, 1947. It comes into effect on October 1, I 
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The Noxious Weed 


The subject as well as the substance of tobacco is so inflam- 
matory that it is of value to have a factual survey* of the smoking 
habits of this country as a check to unsubstantiated assertions 
about, for example, the greed of women smokers, or the depriva- 
tions due to taxation to the working’man The survey is based on 
12,600 inquiries collected as an offshoot of the Hulton Readership 
Survey for 1948. It reveals two particularly interesting aspects 
of the demand for cigarettes and pipe tobacco, which should be 
valuable in any controversy about tobacco rationing or tobacco 
duty. The first shows the comparatively small demands for 
tobacco made by women. Although 39 per cent of all women 
over 16 smoke (as compared to 81 per cent of men), they consume 
only 17 per cent of all tobacco supplies. Even excluding the large 
proportion of women who do not smoke at all, the average male 
cigarette smoker consumes 144 cigarettes a day and the average 
woman smoker six cigarettes. Henceforth no man should be able 
to get away with the theory that his female clerical staff or his 
wife’s friends get an unfair share of tobacco supplies. Any joint 
rationing scheme for sweets-or-tobacco would have to take account 
of this very large disparity in demand. 


PERCENTAGES OF CIGARETTE SMOKERS IN Eacu Ciass AND AGE-GRouUP 


Wel!-to-do & Middie* Lower-Middle* Working* 











Age Group | 








Men Women | Men | Women Men Women 
ee ie. 8S. 64 3” ea eae ee 
Ce i's 0 0 KK Ow | 61 50 67 52 15 i 52 
TR tan pe caslamt j 70 52 7 47 7? 40 
GM es. aes | 69 { 42 69 3% 72 31 
65 and over... } PAB fot Ben 18 43 16 








* Based on a combination of social and economic criteria. 


Even more surprising is the uniformity in smoking habits 
between the various income groups as shown in the table. The 
inquiry was conducted during the first three months of 1948, and 
does not therefore reflect the most recent tax increases. Neverthe- 
less, the level of taxation at that time was considered to be crippling 
and to be having a serious effect on working-class morale, In 
the absence of earlier research, it isenot possible to say how indi- 
vidual smoking habits have altered since, say, 1946 or 1947. All 
that one can conclude from a single survey is the extraordinary 
tenaciousness of the smoking habit. If in spite of present levels 
of taxation men earning under £400 a year can still smoke in 
larger numbers than the higher or middle income groups, the 
habit is clearly very strong. Even when the figures are broken 
up, as they are in the survey, to reveal the amount smoked per 
head between different income groups, the conclusions are almost 
the same. It is enough to make King James the First turn in 
his grave. 

” * * 


Caution in School Planning 


The controversy about comprehensive and multilateral 
schools has recently come into the limelight as the result of the 
proposals by Middlesex County Council to proceed with a small 
number of these schools in existing buildings within the county. 
With a government which is launching into so many social experi- 
ments in health and education it is important that they should 
refrain from imposing standard patterns of development without 
first testing them out on a small scale. A “caveat” was made 
about a similar need for caution in a Note- on Health Centres 
last week. It is therefore satisfactory to observe the very sensible 
attitude of the Ministry of Education towards the development 
of the equally novel experiment of comprehensive schools. 

There is as yet no given body of evidence in this country for 
or against large schools, which combine, under one adminis- 
tration and in one place the functions at present carried out 
separately in modern technical and grammar schools. There are, 

, Strong social and some educational arguments in favour 
of the comprehensive schools ; but there are also great dangers. 
The Ministry has therefore adopted the attitude that existing 
schools can be grouped and used for this purpose provided that 
there is local backing for each scheme, Against one of Middle- 
sex’s proposals, at Ashford, there was the strongest opposition : 
it was claimed that the only grammar school for the area would 
thereby lose its qualiry, chuthitet and identity, and a protest 
meeting was held at which the case for and against was made. 


Those against the easily won the day, and as a result 
Ashford Grammar sees ovate Middlesex has now been 


"The Pate of Smoking” Hulton Press, Lud, 1s 
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given authority to proceed with three of its six schemes, none 
of them including an existing grammar school in its embraces. 

To the paper planners this will be a disappointment. Never- 
theless at a time when it is pre-eminently important to preserve 
the quality of education, the Ministry’s policy seems both sensible 
and democratic. Parents and local.teachers may not be all-seeing, 
but their opinions ought to carry weight against the more 
theoretical policies beloved by county authorities. 


* * * 


Mercury and the Ministry 


An’ impulse to cheer Mercury Aircraft, Ltd., as a David 
standing up to the departmental Goliath is natural but misplaced. 
Economically and strategically the arguments are strong for 
treating scheduled overseas flying services as a unit and for 
preventing charter companies. from chiselling at. their market 
with what in fact, if not nominally, is a scheduled seryice of their 
own. Moreover, international agreements to which Britain is 
party impose on the scheduled services conditions from which 
the independents are exempt. America itself is far stricter with 
interlopers than is socialist Britain. In_ principle, therefore, 
Mercury Aircraft ought to be rapped on the knuckles, and the 
loopholes through which they have ingeniously slipped their 
pseudo-charter service to South Africa ought to be blocked. 

The Ministry’s methods, however, have been both highly un- 
dignified and somewhat sinister. First there was a ban on the 
picking up of South Africa-bound passengers. Mercury Aircraft 
flew them to Paris free. The Ministry forbade the supply of petro! 
to the offending aircraft. They then fuelled abroad for the double 
trip. The Ministry, thinking fast, drafted an amendment to its 
order specifying that no commercial aircraft registered outside 
the United Kingdom should load or unload inside the United 
Kingdom, except in accordance with agreements existing be- 
tween the United Kingdom and the state of registration, unless 
by special permission and under specified conditions; and 
empowered aerodrome control officers to impound any plane 
suspected of being likely to infringe it. That should have settled 
Mercury Aircraft’s hash. But no; Mercury Aircraft will fly their 
passengers in British-registered planes to Paris, keeping their long- 
distance aircraft safely out of the Ministry’s jurisdiction ; and 
there, after some sharp exchanges in Parlisment, the matter rests. 

This piecemeal legislation ad hominem really is unworthy of 
the British Government. The legislative power of the Crown— 
at least not since the clumsy and vindictive practice of Acts of 
Attainder become obsolete—is not an instrument to be used in 
conducting a vendetta with a private interest. If the Ministry 
cannot draft a watertight regulation, or reach such agreement w.th 
France as would prevent Mercury Aircraft from cocking these 
snooks from Paris, they would do better to let the matter rest 
until they can do the job properly. The present procedure recalls 
the trial scene in “ Alice in Wonderland.” “ All people more 
than a mile high to leave the Court,” was the King’s Rule 42. 
Alice’s retort that “ that’s not a regular rule ; you invented it just 
now,” had, it will be remembered, a powerful effect in Wonderland, 
It would count for little in Britain today, where the law seems 
strangely equated with the interest of the Government department 


concerned. 
+ * * 


Shanghai’s Shadow of Fear 


Reports from Shanghai show that the city has been shaken 
to its foundations by the economic campaign launched by 
General Chiang -Ching-Kuo, the Russian-trained son of the 
Generalissimo. It is being pursued according to the rules of 
Communist technique, and, although attempts to stamp éut black 
market activities may be justifiable, legitimate trade may suffer 
great harm. . : 

A speech made by the General to the youth movement has 
caused consternation because its terms were calculated to arouse 
the passions of the mob, and it showed no intention to seek the 
co-operation of those with a stake in local commerce and industry. 
For some time past business men have been harried by visits 
from the Woosung Garrison Police ; now they have to suffer 
from General Chiang’s officials, whose methods are a good deal 
more drastic. Arrests are made on evidence supplied by paid 
informers, and owing to widespread fear throughout the business 
community, trade is paralysed. 

One of those at present detained is the owner of several cotton 
mills who recently attracted attention by transferring some of his 
machinery to newly erected establishments in Ho This 
particular person has been accused by General Chiang i 
his millions out of the blood and sweat of the workers, and he is 
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threatened with the confiscation of his factories. Although a 
number of Shanghai capitalists have managed to join their families 
in Hongkong, the exodus has now been stopped, as it is impossible 
to obtain an exit permit without submitting to close interroga~ 
tion into all recent financial transactions. Lesser hghts, such as 
dealers in commodities, are also being closely watched, and those 
with goods which have been in storage for over three months are 
labelled hoarders and their stocks confiscated. How far General 
Chiang will be able to proceed without colliding with some of 
the higher officials is a matter for speculation, but it is notorious 
that most of those in his father’s inner circle have been among the 
biggest operators in Shanghai’s financial market. One can hardly 
visualise them disclosing their holdings of foreign curgency as 
required by the new currency regulations. 


* 7 o 


Hongkong and Japanese Revival 


The excitement of China’s traders over last month’s currency 
reform has obscured the undercurrent of fear of the renaissance 
of Japan’s export trade. Shanghai mill owners and merchants 
have been genuinely nervous of the effect of competition from 
Japanese textiles, and in Malaya there was a move to organise 
arn anti-Japanese boycott when the terms of the agreement 
between the American headquarters in SCAP and the sterling 
area were published three months ago. In Hongkong a 
section of industrialists expressed alarm and appealed to the 
Government to ban the importation of Japanese textiles, 
but the agitation has long since subsided. There has been 
a steady influx of woollen and rayon piece goods through- 
out the year, and neither dealers nor customers regard these 
goods as tainted. Apart from serge, most of the Japanese 
woollens have been disappointing, the quality being inferior and 
the designs those of prewar days. The consequence is that prices 
have dropped, and it is not expected that there will be much 
demand until qualities and designs are improved. 

Our Hongkong correspondent reports that there is no per- 
ceptible resentment there at the revival of Japanese industry. 
From the way in which the trade between Hongkong and Japan 
has developed during the past two years, it seems to be recognised 
by the Chinese community that the sins of the Japanese war party 
need not be visited om the country’s civil population, The 
colony has close ties with Japan through branches of some of its 
leading mercantile concerns, both foreign and Chinese ; and most 
of the Chinese business community participating in Japanese 
trade are quite familiar with the policy of SCAP and the efforts 
being made to set Japanese industry on its feet. 


Shorter Notes 


Delegates of Marshall Plan countries and Molotov Plan 
countries agreed about some important economic proposals during 
a three day meeting in'Geneva fast week. In the first meeting of 
the committee on agriculture of the Uno Economic Cemmission 
for Europe they went beyond the obvious problem of production 
to that of improving co-operation and the exchange of information. 
They recorded how some European countries have progressed so 
far in the rehabilitation of their fields and livestock that they can 
now look ahead to future needs. To do this they need to know 
more about stable and long-term markets for. their produce. It 
was also agreed to ask countries to draw up lists of agricultural 
equipment which they require and for which they might pay 
with farm products over short periods. The dovetailing of any 
such barter schemes—involving East European governments— 
with the arrangements to be made between the Marshall countries 


will need closer co-operation with OEEC in Paris than there has 
been hitherto. 


If voting of chairmen and vice-chairmen for committees of the 
Uno General Assembly must be rigged, then more trouble should 
be taken to produce a reasonable result. What is gained by refus- 
ing the Russian bloc a_ single chairmanship—as happened this 
week—is not clear, and the hurried conspiracy to get Poland. the 
last of the seven vice-chairmanships made matters worse rather 
than better. The election of Mr Evatt.as President of the Assem- 
bly crowns some very energetic and conspicuous. activity by. the 
Australian Minister for External Affairs... r 


* . . 
On two occasions in’ the last few days Sir Frank Whittle has 
reminded expert audiences that jet-propelled air liners will not 
be feasible until there is a radical improvement jn air traffic 
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control. They cannot be “ stacked ” safely, if conditions demang 
that they stay in the circuit above the airfield at low level. Nor 
does their fue] consumption at present allow the regulation safety 
margin. The flight to Paris this week of the prototype Vickers 
Viscoum, the first air liner fitted with propeller-turbines, is 
therefore of particular interest. Until traffic control does im- 
prove, this compromise type must be relied on to reap the benefits 
of jet-propulsion for civilian traffic. a 


* 


The habit of accurate and independent newspaper editing js 
one of the best things left behind in India by the British. Its 
survival and growth should be assisted by the inclusion 
announced this week—of Indian representatives among the 
trustees and directors of Reuter’s, where the newly formed Press 
Trust of India now joins the Australians and New Zealanders. 
All internal news from the new Dominion will now be collected 
and distributed by Indian journalists working for the Trust, 
The whole story of Commonwealth co-operation in the su 
and transmission of news is a creditable one which should receive 
the attention of the Brussels Pact Powers when they are planning 
“ cultural measures” for Western Union. 


* 


The general election in Southern Rhodesia, held, not because 
of popular demand, but as the result of an almost accidental defeat 
of the Government, has been a triumph for Sir Godfrey Huggins 
and the United Party. After fourteen years in office he has 
increased the strength of his party from fourteen to twenty-four 
members out of a house of thirty; has halved the strength of the 
Liberal Party, and driven its genial leader,*Mr Smit, out of 
politics. The United Party’s success was largely the result of the 
support of British immigrants who constitute about one-third of 
the white population, and who recognised, in the policy of mild 
governmental direction of industry and assistance to develop- 
ment, one with which they were more familiar than the extreme 
laisser-faire attitude of the Liberals. The United Party’s return 
means that there will be some measure of co-operation with the 
other Central African territories and that the demands for unila- 
teral action, complete dominion status, and a more repressive 
native policy will not prevail, 


* 


General Smuts has this week challenged the new restrictions 
on immigration into South Africa on the grounds that they will 
slow down the development of the country. Without adequate 
statistics it is impossible to say whether General Smuts’s charge 
is justified, but it is true that the rate at which South Africa can 
absorb immigrants should be governed by the limited facilities 
for employment and that that rate has probably been exceeded 
during the past two years. THe Nationdlist Government may 
therefore have a sound economic case for restricting immigrants 
to skilled workers only. The evident redson for the ‘restrictions, 
however, is not economic but political, .The Nationalist Govern- 
ment have made no effort to conceal their desire to keep South 
Africa not so much for Europeans only as for Afrikaners only— 
whatever the effect on the economic and cultural future of the 
country. . 


x 


The absence of Mr Chifley and Dr Malan from the mecting of 
Commonwealth Prime Ministers in London next month robs the 
occasion of some of its importance. Dr Malan’s representative, 
Mr Eric Louw, will only attend when he can get away from the 
General Assembly in Paris, and Mr Evatt, who was to have 1 
sented Australia, may be unable to leave the chair in Paris. 
Mackenzie King will be making his last bow as Canada’s leader, 
while the Prime Ministers of Pakistan, Ceylon and India will be 
making their first appearance. Southern Rhodesia will be repre 
sented, but Mr Costello of Eire will not be there, nor has he | 
invited. The meeting will not therefore present a solid Commom- 
wealth front as had originally been hoped. The gaps are not serious; 
but it is a pity that, at a moment when international relations are! 
the balance, the Commonwealth will not be able to show the. oul 
ward signs of its inward grace. This is particularly unfortunate, 
since it is not hard for outsiders to notice that all is not well wal 
the Commonwealth, ‘There are quarrels between India and South 
Africa; there'are doubts about Britain’s colonial. policy ; and.t 
relationship of the Commonweaith to ERP and Western Uniep 
has still to be straighténed out. It is true that the.London oo 
ference is not empowered to take decisions, but it will be a great 
pity if the outlines of a political strategy do not emerge. * 
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(From Our US 


N O political press agent would feel equipped for a campaign 
until his store of pictorial releases included a number 
of shots of “ Candidate with Prize Calf,” “ Candidate with Prize 
Ear of Corn,” and so on. In American folklore the rural life is 
fondly held to be the purest form of the American way. It is 
therefore not strange that Mr Truman should have wanted to 
see the ploughing match at Dexter, Iowa, or that Mr Dewey’s 
first stop on his transcontinental trip should have been at Des 
Moines. Moreover, as things now stand, each candidate would 
like not only to present prizes to agricultural winners but to be 
himself presented with prizes for agricultural prosperity, while 
awarding responsibility for high food prices to his opponent. 
The big wheat harvest is in ; the still bigger maize crop is 
reaching harvest stage. The price of wheat has dropped from 
its postwar peak of $3.1 3 a bushel to around $2.12 ; the bushel 
of maize that sold to livestock feeders in the heart of the corn 
belt at $2.30 to $2-50 in June has a December delivery price of 
about $1.40. Farmers are beginning to wonder if, after one 
more ride on the-livestock merry-go-round, the party will not be 
over. At the same time, city dwellers, reading of the record 
supplies of feed and unaware, as one farmer acidly put it, that 
you can’t feed the cattle you have on a crop report and that you 
can’t grow cattle over night, are loud in their complaint that food 
prices are still exorbitant. The charge is growing that the 
Government’s agricultural price support policy is responsible 
for keeping them up. The July index of the Bureau of Labour 
Statistics showed food prices at 216.8 of their prewar level and 
red meats at 263 ; since the index for all items was 173.7, the 
concentration of public interest on the meat counter is under- 
standable. 


The agricultural price support policy goes back to the early 
days of the New Deal, and indeed even further, but its present 
form dates from the Agricultural Adjustment Act of 1938. This 
Act provided that the Commodity Credit Corporation might 
make loans to farmers on “ basic” crops—cotton, wheat, maize, 
tobacco, rice and» peanuts—at: from’ §2 to: 75 per cent of 
“parity.” Parity prices are those which give the farmer the 
same return, in the form of the goods he buys, for the crops he 
sells as the average he would have received during a base period, 
usually 1909-14. Crops on which CCC loans are given may 
either be stored by the farmer until a rise in the market price 
makes it worth his while to sell and repay the loan, or they may 
be turned over to the CCC’ after a few months as repayment 
for the loan. The general effect is thus to prevent prices from 
falling below the loan rate. 

This legislation, originally designed to ensure an adequate 
income for the farmer in times of agricultural depression, was 
used during the war by the Administration to encourage greater 
production for export and by Congress to ensure that consumer 


. 


¢ controls did not demand any sacrifice from @he farmer. 


ly in 1941 the loan rate on the six basic crops was increased - 


to 85 per cent of parity, anid in July of that year the Steagall 
Amendment directed the Secretary of Agriculture to support, 
at not less than 85 per cent of parity, the price of any commodity 
of which he formally requested increased production. In 
October, 1942; the Stabilisation Act’ raised the support level 
to 90 per cent of parity on all commodities, with cotton tem- 
Porarily at. 9§ ear at 924 per cent. By 1944 
Support at go pet cent had become mandatory for the six basic 
and for 14 Steagall’ commodities : . éggs, chickens, turkeys, 
milk and butterfat, dry peas, dry beans, soyabeans, flaxseed, 
Peanuts for oil, American Egyptian cotton, potatoes and 


Farm Prices 
Editorial Staff) 


sweet potatoes. Under separate legislation support for wool 
was also required from 1947; about 140 other commodities, 
including fruits, vegetables, sugar beet, and naval. stores, were 
eligible for price support although it was not mandatory. 

This system of guarantees was unquestionably one of the 


major factors inducing the record expansion of output which has” 


brought American farm production to a 1948 yield .approxi- 
mately a third greater than before the war. Yet, even with an 
increase of this magnitude, supply has been far enough short of 
demand for inflationary pressures to be felt, and there is. solid 
ground under the feet of those who stress the point that, without 
the inducements offered by this legislation, inflationary pressures 
would have been much greater. 


* 


The wartime price support legislation was scheduled to last 
for the duration plus two years, during which readjustment to 
peacetime requirements was to have taken place. The fact that 
the authority for support prices at 90 per cent of parity was 
due to expife at the end of 1948 gave urgency to the considera- 
tion of farm legislation at the recent Congressional session. The 
Agricultural Act of 1948, in the course of its passage through 
Congress, illustrated with exceptional clarity the political theory 
that the Senate, with overlapping terms and longer tenure, gives 
due consideration to the long-range considerations of the 
country, while the House, entirely renewable every two years, 
reflects the immediate wants of the people. The Hope Bill, 
passed by the House, represented the desire of tens of thousands 
of farmer constituents to continue to enjoy current benefits 
and to leave unchanged their patterns of production. The 
Senate’s Aiken Bill gave expression to the foresight of farm 
leaders—including all the major farm organisations—and legis- 
jators mindful of the history of the past. The compromise 
reached in committee was an Act which provides new basic 
legislation to take effect in r9§0; but continues wartime price 
supports for another year. 

From 1950 on, in determining the parity price of a given 
commodity, use will be made of a ten-year moving average 
as well as the old 1909-14 base period. . This method of caicu- 
lation gives considerably lower: parity prices for most com- 
modities than does the old method. On June 15, 1948, the parity 
price of wheat, calculated by the new formula, was 82 per cent 
of that calculated’ by the present one’; cotton was 87 per cent, 
maize 88 per'cent: The Act tempers the transition from old 
to new by providing for a maximum decrease of § per cent a 
year until the transitional price reaches the price as calculated 
by the new formula. 

At the same time the Act makes possible lower levels of price 
support. Beginning with the 1950 crops, the loan rate will 
vary from 60 to 90 per cent of the new parity, depending on 
the relationship between existing supplies of the commodity 
and market requirements. Nor will this 9 ie be offered 
for unlimited supplies. Marketing quotas acreage allot- 
ments were authorised under the 1938 Act, but the only controls 
of this kind now in use are the marketing quotas established for 
tobacco farmers, After 1950, the Secretary of Agriculture is 
authorised to require compliance with acreage allotments, pro- 
duction goals and marketing practices as a condition for price 
support. If marketing quotas are voted down by farmers, the 
loan rate falls to 50-per cent of parity. _ 

If the new legislation had been in effect now, the 1949 picture 
would have been materially different. But these arrangements 


aa 
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are not due to come in for another year and a quarter and by 
then Congress may well have changed its mind. Meanwhile, 
prices on a large number of commodities have ‘dropped to the 
present loan rate, making government loans.a ‘major factor in 
the determination of prices. There has been talk of bringing 
in the new price supports before 1950, but by the time the new 
Congress meets, 1949 wheat crops will be in the ground, and 
any change in price support provisions would mean broken 
promises. babe 

Surpluses began to appear in a few commodities in 1946 
and, by its price supporting activities during the fiscal year 1948, 
the CCC lost more than $24 million on eggs, $47 million on 
potatoes, $1§ million on prunes and raisins, nearly $12 million 
on domestic sugar beets and $19} million on wool. The city- 
dweller, reading his evening newspaper in the crowded home- 
bound tram, is sympathetic to criticism of subsidies paid by the 
taxpayer while potatoes rot in the fields. Now wheat, oats, 
barley, grain sorghums and peanuts are all selling at below 
the support price. With an estimated cotton crop of 15.2 
million bales, over and above an existing stock of 3 million 
bales, December futures for cotton are at support levels. But 
price supports may not cost the taxpayer quite so much as he 
expects. The cost of the things the farmer buys, from which 
the parity price is calculated, is expected to drop before long ; 
for instance, the farmer buys feed and feed prices are falling. 


* 


The real test will come when the maize crop begins to move. 
A farmer has three choices. He can sell for cash to the grain 
trade. He can put his maize into the loan programme—if he 
can get storage that meets CCC requirements. But his existing 
corn bins are unlikely to be large enough for his Bumper crop 
and the cost of new storage of a type acceptable to the CCC 
will run to about 20 cents a bushel. It is lack of storage that 
explains why farm products are selling below support prices. 
The CCC used to provide storage but this new charter forbids 
it to expand its storage space, a provision which has led to the 
charge that dealers in grain were helpful in writing the measure. 
Thirdly, the farmer can put his grain into flimsy temporary 
storage—this year’s crop is excepuonally dry—and buy cattle 
for fattening. He will have to compete with the stockyards 
for these animals and the initial price will be high. But so, 
in all likelihood, will be the price he will get for the finished 
animal. 


During these next weeks—these next very political weeks— 
the Government too will be making some delicate choices. 
If beet pulp, oats, grain sorghums are counted as well as wheat 
and maize, the country has perhaps a billion bushels of extra 
livestock feed because of the harvest. There are two chief 
uses to which this can be put, both politically as well as 
economically tempting. 

Americans want more meat. Supplies available today will 
give them each about 63 lb of beef and 67 lb of pork in 1948 
compared with an average annual consumption before the war 
of 55 and 56 lb respectively. But the fact that current prices 
at the counter are about twice what support prices would be 
if a Government loan were in effect shows the 
financial lengths to which consumers will go to get meat at their 
present levels of income, however much they may grumble and 
accuse the Government of holding up prices. The new feed 
supply can be turned fairly rapidly mto more hogs and more 
milk-producing heifers and, with a longer time lag, into more 
steers. 

Americans also want peace. The political and economic 
advantages of more foodstuffs in Western Europe, to make 
existing livestock more productive, to mitigate the battle 
between the peasant and the grain collector, to bring nearer 
the day of whiter bread and higher rations, are plain. The 
farmer sees these advantages nearly as clearly as does the 
Department of Agriculture, faced with the prospect of once more 
having substantial stocks of surplus agricultural products on its 
hands before long. Thus the problem of farm prices is likely 
to play as important a part in post-election plans as it does 
in pre-election promises. 
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The Midwest and Europe” 


¢ [FROM A BRITISH VISITOR TO MINNESOTA] 


No one, feast of all a visitor, should attempt to generalise over 
an area of the size of the American Midwest (however it may 
be geographically defined). But those who have been occupied 
with the study of the public mind of this section over a period 
of years and who have contributed to moulding it, te no little 
extent, believe that there has been a great and measurable change 
—away from isolationism, towards a readier acceptance of the 
idea that even here, in the midst of nature’s plenty, there is no 
genuine independence of the outside world. rtainly in the 
editorial columns of the local press (though not in some of the 
national columnists they reprint) and in such comparatively 
small but active groups as the local branches of the Foreign 
Policy Association, one can get adequate discussion of world 
affairs—even if there are serious gaps in the supply of accurate 
information, 

But against the hard thinking of small groups, and the 
generosity of the much larger ones who are readily moved 
when the problem involved has a humanitarian aspect, there is 
much to be set upon the other side. At the great state universi- 
ties of this region—monuments to the Midwest’s genuine if 
sometimes misplaced enthusiasm for a democratic educational 
system—there is not much sign either among faculty or students 
that the problems of Europe come very close. Experienced 
teachers deny that the coming of the veterans has increased 
the political awareness of the student body ; rather, as in Britain, 
the effect has been the reverse. 

Much more important is the fact that the political struggle, 
which is approaching the peak of the election campaigns, is a 
political struggle essentially waged on internal issues. 
there is little doubt that a great deal- of what is thought and 
said about foreign countries is a reflection of hopes and fears 
about internal developments. What people out here want to 
know is not whether the British balance of payments problem is 
being well handled, nor what are the obstacles to Western 
Union, but whether British socialism is “ working.” For an 
answer either way can be used as ammunition for and against 
the New Deal. And the New Deal, after all, is what the 
election is about, in so far as an issue can be detected in the 
welter of personal and party trivialities. It is true that this con- 
centration on internal questions has been made possible by the 
general and praiseworthy agreement between President Truman 
and Mr Marshall and their presumed successors on keeping 
the issue of foreign policy out of the campaign struggie. But 
this corresponds pretty well to the popular feeling on the sub- 
ject, even though, by way of the “ spy ” revelations, the foreign 
policy issue (which is simplified far too much into the “ Russian 
mos ”) is injected into party politics, as it were by the back 

fr. i 


x 


There is some difference when one comes to the Third Party. 
Except in Illinois the Wallace movement is nowhere in the 
Midwest credited with anything like its reputed strength in New 
York and California. But in a state like Minnesota, with a 
strong third-party progressive tradition, the Wallace movement 
has its following, and even a measure of strength among some 
fairly well defined groups like the miners of the Iron Range 
with their predominently Slav and Finnish background anda 
long histogy of political revolt. For the Communist core which 
is the only thing that gives the movement its cohesiveness and 
its strength, there is, of course, no quesion but that foreign 
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icy is the issue. The American ‘voter is: being told he is 
voting for or against war with Russia. Fidelity to the Soviet 
view of world issues is the touchstone. But when one gets out- 
side the Communist core to the muddle-headed fringe, par- 
ticularly strong amongst college intellectuals, one finds sub- 
stantially the same thing. When pressed for the real difference 
between their own policies and those of the more liberal wing 
of the Democratic Party they are prone to reply “ foreign 
policy.” And this in turn comes down to Opposition to the 
Marshall Plan as an “ extension of the Truman doctrine.” 

Yet this apparent exception is largely illusory. For the appeal 
of the Wallace movement, outside Communist and fellow- 
traveller groups, is not really an appeal based on foreign policy, 
unless aversion to war and military preparation is a foreign 
policy by itself. This aversion is, of course, a particularly 
powerful factor among younger voters (not to mention those 
too young to vote). For here in the midwest traditional isola- 
tionism has always had a strong pacifist tinge. But for the most 
part the call of the Progressive Party is a straightforward appeal 
to all who are discontented with their lot, to the personally 
maladjusted and frustrated and to the minority groups. Indeed, 
the fact that the intervention of the Progressive Party is likely 
to, and is indeed primarily intended to, bring about the defeat 
of genuine liberals in favour of Republicans who may have 
either isolationist or imperialist leanings or both (like Senator 
Ball of Minnesota) makes it clear that direct and immediate 
influence on foreign policy is not what the party is after. 

In the case of the two main parties the domination of internal 
issues is complete ; nor is it always clear how questions of foreign 
policy are going to influence such matters as price inflation, 
which is, at this moment, the dominant topic of discussion in 
the midwest. In spite of the prosperity which high prices and 
a firm demand have brought to both the agricultural community 
and its ancillary interests, and to the iron mines, it is probable 
that most people are going to vote as consumers rather than as 
producers. That is to say, more people are likely to feel that 
relief to Europe is a thing to be watched because it may. raise 
prices still further here, than are likely to reflect that the United 
States is creating for itself new markets abroad. The whole idea, 
of which Communist propaganda has made so much, that the 
Marshall Plan is simply a method of cushioning the American 
economy undertaken deliberately out of narrow economic self- 
interest is far removed from the terms in which these problems 
are discussed on the spot. 


* 


It is not the Machiavellianism but the naiveté which persists 
in such discussions which is depressing- The Russians and their 
friends certainly give credit to Americans for being much more 
subtle and scheming than they really are, just as the Americans 
see._ a Talleyrand in every rubber-stamp diplomat in. the 
Kremlin’s service. What is meant by naiveté is the continued 
unwillingness to admit that all actions have consequences other 
than those directly intended... It is still possible for Americans 
to believe that economic aid can be given to countries without 
any political responsibilities being undertaken ; that even Greece 


may suddenly find itself possessed of a working democracy ; 


that military commitments can be assumed without consequences 
in the political and social field. They still tend to regard the 
problem of relations with the Soviet Union as one capable of 
being solved by the application of the correct formula, and. to 
talk of “ firmness ” as opposed to “ weakness” without asking 
“firmness for what ?” In spite of the enormous extension of 
political responsibilities which the United States has undertaken, 
and in spite of the quite obvious growth in international aware- 
hess, there is a lurking desire to escape from the consequences 
of greatness, a human desire..to live and let live which has its 
appealing as well as its tragic side. | 

This naiveté is reflected in the intense scepticism and mistrust 
of expert S crinaebomnasioess and: foreign—a scepticism which 
is combined with a great’ measure of credulity if the right note 
is struck by some acute propagandist. 

Easterners, far more European visitors, are prone to sneer 
at the midwestern outlook, and with little’ reason considering 
their own failure to use their much superior sources of informa- 
tion, What the European senses is rather the extreme difficulty 


-which. people have in=this section, 


, ee 
in. trying to understand 
the. material and hence the psychological condition of war-torn. 
Europe. Still less can midwesterners appreciate the powerful 
influence in a country like France of the fact of having once 
been occupied, and of having undergone the humiliation of a 
collaborationist: government. The issues of politics rapidly 
become issues of morals, and a black-and-white etching of 
the scene is preferred to any use of neutral tints, 

It is difficult to be certain whether the general disappearance 
of the once strongly anti-British trend (the Chicago Tribune 
is not as typical as is sometimes assumed) compensates for an 
over-simplified view of the world in terms of Soviet influence 
and resistance to it. But there are good reasons, in the eyes of 
people well qualified to judge, for thinking that the process of 
bringing the midwest, intellectually as well as materially, into 
the full stream of world affairs is proceeding at a fairly rapid 
pace, How rapid that pace will continue to be in the future 
will obviously depend in part upon external events, but in part 
also on the extent to which the midwest feels itself to have a 
genuine share in the making of. the country’s foreign policy, 
how soon it can overcome its instinctive mistrust of Washington 
and of the east. The forming and upholding of a long-term 
foreign policy upon which the rest of the free world can rely 
will largely depend upon the extent to which the country can 
avoid the strains which threaten its own internal unity and 
proceed towards an even closer national integration. 


American Notes 


Bipartisan Campaign? 


The campaign trains of all the principal contenders are now 
puffing and hooting their way across the continent in solemr 
observance of a ritual which Mr Elmo Roper heretically declares 
cannot change the already sealed inevitability of a Republican 
victory. Indeed, the use of privileged communications granted tc . 
Mr Dulles in Paris to keep in tovch with Mr Dewey is almost an 
official admission of the way the tide is flowing. Mr Truman’s 
course was set long ago. Ina gruelling speech-making marathon 
which, if his throat holds out, may well set a Presidential record, 
he is warning the farmers, as he warned labour, that under a 
Republican Administration, Wall Street’s “ gluttons of privilege ” 
would scuttle the social gains of the past 16 years and starve the 
reclamation and public power projects which are the hope of the 
west. But in the brilliant light of farm prosperity, these spectres 
of the desperate "thirties are hard to materialise convincingly. 

The real surprise has been the detached, almost Olympian, note 
struck by both Governor Dewey and Governor Warren on open- 
ing their campaigns. Senator Vandenberg not long ago reaffirmed 
the. indissoluble unity of America on foreign affairs; the 
Republican team is now trying on a measure of bipartisanship at 
home. The admission that both major parties have served 
America, that neither’ has a monopoly on progress, and that 
present problems, at home and abroad, are not wholly due to 
Administration sins, is a far cry from the Republican slogan of 
earlier campaigns: “Ten days (or nine or eight) to save the 
American Way of Life and are a shock to the rock-ribbed core 
of the party. For Governor Warren this broad-mindedness:is both 
natural and prudent; a former candidate for Governor on both 
parties’ tickets in California, he hopes to bring the Republicans a 
rich harvest of Democratic and independent votes this time. 

On ‘the part of Governor Dewey, it is a measure of many 
things: of a supreme confidence ; of a desire to broaden the base 
of the party by binding to it the independent vote Mr Truman 
has lost; and of his determination to give no hostages to the 
Republican past, thus retaining a free hand to deal with problems 
which he realisés no longer admit of purely partisan solutions. 
The bland assumption that progressive Republicans will take up 
where progressive Democrats leave off swallows the New Deal at 
one gulp. If the effect is to make Mr Truman ‘sound a litle 
shrill, a spokesman for special interests rather than’ the national 
unity, a nervous challenger rather than serene champion, that too 
is part of the design. 

With his commanding lead, Governor Dewey probably can 

afford a “high level” approach. But it may seem an expensive 
luxuty to Republican candidates in nip-and-tuck state races, 
a form of treachery to the Republican majority in the Eightieth 
Congress, as well as frustration to the faithful after 16 years of 
waiting. There will be heavy pressure on the mational candidates 
to come down from Olympus as the campaign grows warmer, 
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“Save Our Senate ”’ 


“SOS” is a strange device to find on the banner 
Presidential aspirant who is certain of success before 
starts to climb, but the geographical distribution of 3B 
Senate seats that are being contested this year, comb with 
the fact that the Republican majority in the Senate is only six 
votes, make it conceivable that Mr Dewey may make electoral 
history by losing control of the Senate in the year he is elected 
to the Presidency. Of the 33 seats involved im this year’s elec- 
tion, 15 are now held by Democrats and 18 by Republicans. 
Some of these are fairly secure—for example, 11 ot the Democrats’ 
1S are in the South, which is still considered solid for Con- 
gressional purposes, however much the Dixiecrats may affect the 
Presidential contest. ‘The Republicans are also fairly sure of 12. 
This leaves 1ro doubtful seats—Kentucky, Oklahoma, West 
Virginia, Wyoming, Minnesota and Illinois now held by Re- 
publicans ; and Rhode Island, Colorade, New Mexico and Mon- 
tana now held by Democrats—and if the Democrats can win 
eight of the ten, they will have a majority in the Senate This 
explains why the Republicans are concentrating both time and 
money on the “ Save Our Senate” campaign. 

Public opinion polls have shown an independent spirit amongst 
the voters this year, which may lead to an unusual number of 
“split” votes, in which the elector does not pick candidates from 
the same party for all the offices on which he is voting. The 
other side of Mr Dewey’s banner bears the maxim “ Vote ’er 
straight in °48”°—“’er” being the Republican ticket. It is, of 
course, most improbable that the threat to the Senate will 
materialise if there is the expected Republican landslide, and the 
emphasis which is being put on it is largely explained by the 
desire to give the Republican workers the feeling that their 
efforts are really needed, 

If his Senate majority were not in question, Mr Dewey would 
probably not regret the defeat of the particular Republican 
Senators whose seats are in doubt. All of them, except Senator 
Cooper of Kentucky, belong to the “old guard” of the party, 
which is certain to imsert a very substantial number of thorns 
into Mr Dewey’s bed of roses. He is stressing the peril in which 
they stand in order that they may appreciate what he has done 
for them when they are drawn to victory by the magnetism of 
his coat-tails. Senators who dare not let go of those coat-tails 
will at least have only one hand free to prick him in the back. 


ie 


* 


The danger to those Republican candidates who do not swim 
with this year’s liberal tide is most clearly shown in Minnesota 
and Illinois, where outstanding left-wing Democrats, well liked 
locally, are fighting Republicans of the most conservative type. 
Senator Ball, of Minnesota, did come out for Roosevelt in 1944, 
but that only alienated the official Republican machine, and his 
reactionary course since then has done nothing to keep the support 
of the progressive Republicans to whom he owed his original 
elecuon. Mr Humphrey, the young and energetic mayor of 
Minneapolis and the champion of civil rights in the Democratic 
party, has a good chance of defeating him. If Senator Ball does 
win, he may owe his victory to Mr Wallace’s Progressives. Senator 
“Curly ” Brooks, of Illinois, will mot have much help from that 
quarter, since the names of the national candidates of the Pro- 
gressive Party are not to appear on the ballot in that State, 
although “write in” votes will be possible. The Democratic 
candidate, Mr Paul Douglas, may be able to demonstrate to Mr 
Brooks that the support of the Chicago Tribune, practically his 
only political asset, has at last become a liability. 

In Wyoming and the Democratic challenger is in 
each case the Governor of the State and. both have great reputa- 


the 
Persons Bill for which he was responsible, went out of his way 
to afiront Mr Dewey, and has thus forfeited not only Mr Dewey’s 
assistance but that of the Jews’ and Catholics, whe are making 
every effort to elect his Democratic opponent. Senator John 
Cooper, of Ke sucky, gained a sensational victory when he first 
won his seat in that traditionally Democratic State, but this year 
the Vice-Presidential candidacy of Senator Barkley, also of Ken- 


tucky, will give the Democrats the assistance of local patriotism. 
_ The Democrats’ hopes of controlling the Senate do not depend 
simply on winning some of these Republican seats ; unless they 
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can win them all, they cannot afford to lose any of their own 
four doubtful seats. But their chances of ing these seats are 
not particularly bright. Neither the 80-year-old Senator ‘Green 
of Rhode Island nor Senator Johnson of " are inspiring 
candidates, in spite of their long tenure of office, and both are 
states which are likely to desert the Democrats in the event of a 
Republican fandslide, In Montana Senator Murray has an exce 
lent New Deal record and strong labour support, but he’ 

lost in 1942. In New Mexico General Pat Hurley is once more 
fighting in the Republican interest the battle he almost won in 
1946, but he is by no means certain of defeating Mr Clintog 
Anderson, who resigned as Secretary of Agriculture in order 
replace Senator Hatch as Democratic candidate. 


* x * 


Spies and Science 


The cartoon showing a member of the Thomas Committee 
pounding the table and demanding “how did atomic energy in- 
formation ever leak out to the damn scientists in the first place ?” 
must have been received with sombre relish by the members of 
the American Association for the Advancement of Scietice 
gathered in Washington to celebrate its centenary. For it was an 
apt illustration of the dismal disparity they chiefly celebrated 
between man’s ability to control and know his environment and 
his inability to control his political self and put that knowledge 
to its best use. 

The feud between the Thomas Committee and the scientists 
started with the case of Dr Condon, head of the National Bureau 
of Standards it is still unsettled, with Mr Thomas insisting that 
access to executive files would corroborate the committee's charge 
that Dr Condon was linked to a war-time espionage ring. The 
committee has drawn a tantalizing veil of secrecy over its present 
investigation, but it promises a “ shocking chapter in atom-bamb 
espionage ” when open hearings are resumed. Its announced aim 
is to trace back to its origins in the United States the sample of 
uranium 235 which Dr Nunn transferred to the Russians and 
hence to rebut the charge that all its highly publicized investiga- 
tions have failed to prove that there were leakages of vital 
information. 

This offensive against the patriotic integrity of government 
scientists has already provoked a counter-offensive, Mr Lilienthal, 
head of the Atomic Energy Commission, insists that the atomic 
programme is in 2 “dangerous situation” because of the unwill- 
ingness of scientists to undergo the political risks to their reputa 
tion that are involved in the Committee’s zeal to make its changes 
public before they are proven; and ¢ight promiment scientists, 
while admitting the need for security safeguards, have appealed 
to Mr Truman and Mr Dewey to check the Committee ina 
which may deprive the government of its ablest Genie a 
thus do incalculable damage to the national security. 

Scienusts are, of course, only a special case of all government 
employees; but the loss of one leading physicist outweighs that of 
thousands of clerks and typists. And the expansion of the role. of 
government in financing scientific research has now brought it 
to a point where it is greater than that of private industry. In 
1947 it was estimated the government was spending $625 million 
a year on research through 60 different agencies in addition to the 
atomic energy programme, and employing directly 30,000 scientists 
as well as farming out many projects to industry and the univet- 
sines. The report of the President’s Scientific Research 
recommended that overall expenditures should be raised from 


‘just over a billion dollars a year to twice that amount, with the 


government supplying half. 
* * * 


The Pattern of Saving 


_ . How impossible it is to save, even out of high 1948 incomes; 
is a complaint commen to bank presidents i-dri 





is feeling the pinch 
wide sense of guilt and frustration is the result of a return to the 
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the over-all figures of net saving conceal the “extent s0-which » 
families in the low-income g€vels\ aré fércetf to’ draw on) their” 
savings to meet the high cost of living.“ The most élaborate — 


study of changes in savings habits is that published in the 
Federal Reserve Bulletin for August, 1948. Using a different 
definition of savings from that of the Department of Commerce, 
this study estimates that during...1947 31 milfion * spending 


units ”—tamilies or groups who pool-sheig incomes.and expendi-~ 
ture—saved $25 billion. At the same time, another 13.4 million* 


spending units drew on their savings or went into debt to the 
extent of $11 billion. “This is the greatest amount of “ dis- 
saving” since the war; and compared with 1946 these “ dis- 
savers” came increasingly from income levels above $3,000 a 
year. But the prewar pattern has also returned in the distribu- 
tion of net savings according to income. The wealthiest fifth 
contributed 93 per cent of net savings in 1947, compated with 
64 per cent in 1945 and 88 per cent in 1941. ‘The poorest fifth 
was “dissaving” or going into debt even more rapidly than in 


1941. 

The fact that 28 per cent of the spending units were falling 
back upon their savings or incurring debt has been interpreted 
as the retreat of the consumer before rapacious living costs. 
The study is sistent, however, that those who spent their 
savings or went into debr were not financially at their wits’ 
end; they at least had savings or credit to draw upon. Nearly 
three-fifths of those who “ dissaved” did so to buy automobiles, 
radios, furniture or appliances. About a third of all consumer 
units went into debt in 1941, another year of high ‘production 
of durable goods. It,is.the four million units who were “ zero 
savers” in 1947 who cause the experts the most anxiety ; they 
could neither save nor go into debt because they lacked both 
credit and a margin of income over essential spending. They 
had no choice but to balance their budgets. 

In 1941 the boom was financed by hire-purchase. Although 
twice as Many consumers drew on their credit in 1947 as in 


1946, instalment buying was not the primary factor. Liquid 


assets in the hands of consumers at the end of 1947 were nearly 
three times what they were in 1941 in dollar terms ; 30 million 
families still had some savings, and buying plans for 1948 were 
still ambitious, exceeding probable production for such goods as 
automobiles and houses. 


497 
Shorter ‘Notes 


Correction.—As will probably have been realised, in the last 
sentence-of-the second paragraph in last week’s American Note, 
on “A Policy for Surpluses” (p. 464), the figures for cotton 
acreage yields referred to pounds, not bales. 


* 


One summer spy scare at least has proved to be a false alarm. 
In July three mmor State Department officials testified before 
a Senate sub-committee that “hundreds ” of foreign agents were 
using their membership in the United Nations Secretariat as 2 
blind while they pursued subversive activities. The Secretary 
of State denied the charges, anda committée of three private 


citizens was appointed to investigate. Their report, which ‘has’ 


recently been published, confirms Mr. Marshall’s denial, and 
repeats that there were no grounds for the accusations. The 
committee severely criticised the departmental administration 
which had made it possible'for irresponsible subordinates to make 
public statements detrimental to United States foreign policy. 
The Senate committee which’ had permitted unsubstantiate 

evidence to be exaggerated in the press was also rebuked in the 
report. The State Department is taking disciplinary action 
against the officials concerned. 


* 


Over 330,000 employees of the General Motors Corporation 
have had their pay increased by 3 cents an hour—at least for 
90 days—in accordance with the contract signed last May with the 
United Automobile Workers’ Union. This is the first wage rise 


under the company’s new “ wage parity ® formula which provides © 


for wage adjustments every three months to meet the upward trend 
of living costs. The amount of wage changes is determined by the 
Bureau of Labor Statistics cost of living index. There fs no limit'to 
future wage increases if consumer prices continue to rise, but the 
average hourly wage of $1.64 could be cat by only 8 cents. 
This present increase will mean a tise of $22 million im the 
company’s annual payroll. 





The battle for exports can be won 


AND THE U.S. MARKET CAN 8E CULTIVATED 


The recent study by TIME Incorpo- 
rated on The Market for United Kingdom 
Consumer Goods in the United States will 
help British manyfacturers plan their 
operations in the American market 
with greater confidence, and with a 
more specific idea of the methods to 
be, used in achieving their full U. S. 
Sales potential. 
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on demand by subscribers to The Times 

Book Club Library ‘Guaranteed’ service. 

‘Ordinary’ subscribers are entitled to the 

same books a few weeks after publica- 
4 tion. Our Free Overlap system benefits yg 
those who need a postal service. Inexpen- 
sive rates. Send for particulars and jom 
the best. general subscription Library 
Service in the Country. 
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LIBRARY 


Head Library; 42 Wigmore Sttcct, London, W.1 
Branches at Peter Jones, Sloane Square 
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THE WORLD OVERSEAS 





Peron’s Policy in Danger 


RAs between the United States and Argentina have 
again taken a turn for the worse after a brief two-year interval 
of surface cordiality, President Perén and his colleagues have 
suddenly become afraid that Washington is using the Marshall 
Plan 10 check various forms of Argentine profiteering in world 
markets. This is not what they expected. They had looked 
forward instead to a flow of dollars acquired through “ offshore ” 
purchases for the Marshall countries. Their reaction to the US 
failure to provide these dollars was recently summed up by the 
Argentine Foreign Minister, Sefor Bramuglia, who is reported 
to have said, in anger more than in sorrow: “I have been 
duped.” 

Seed lies behind this sense of outrage than the frustration of 
legitimate expectations. Today the Argentine economy is 
threatened by an acute shortage of dollars. Argentine gold 
reserves, which stood at 1,700 million pesos at the beginning of 
1947, had dwindled by August of this year to 600 million, and 
still outstanding against this residue were some $250 million 
(equivalent to 1,200 million pesos) due to American banks and 
exporters. This loss of gold is mainly the result of large-scale 
imports from the United States, a policy undoubtedly encouraged 
by the prospect of Marshall dollars. For the first three months 
of this year the Argentine deficit with the United States reached 
a record height of 640 million pesos, as compared with 240 million 
over the same period last year. The bulk of the increased imports 
100k the form of machinery and raw materials which are urgently 
needed by the ambitious Five-Year Plan. 


Demand for Lower Prices 


Internally, too, the Argentine Government faces trouble. There 
has been a 25 per cent increase in retail prices over the past twelve 
months, and although wages are well in pursuit they still limp 
behind prices. By the end of August the note circulation had 
reached 6,200 million pesos, an increase in one year of 20 per 
cent. But instead of taking vigorous counter-measures, the 
Government has continued its post-war policy of extravagance. 
‘The estimated national budget for 1948 is twice the size of last 
year’s budget, with the lion’s share going to the Army and the 
F.ve-Year Plan. There has been some attempt to substitute bi- 
lateral trade agreements for the large, prestige-building loans 
which the Government handed out on all sides immediately after 
the war. But even here the Peron administration has been unable 
10 resist extending an additional credit of 500 million pesos to 
Spain, from whom it can expect little in the way of essential 
imports. 

it was clearly the hope of Argentine officials that easy dollars 
through the Marshall Plan would make it unnecessary to pull in 
their horns. So far, however, ERP purchases from Argentina 
have amounted to only $356,000 worth of supplies for Bizonia. 
Before they agree to increase purchases, American officials appear 
to be suggesting that Argentina meet four conditions. First, 
Argentine export prices should come down to world levels. 
Second, Argentina should pay in full for what it has already pur- 
chased in the. United States. Third, conditions for foreign 
investment in Argentina should be liberalised, and bound up 
with this question is a fourth point which concerns JAPI, the 
trading monopoly of the Argentine Government. The Americans 
on pfinciple are opposed to state trading monopolies, ané in 
addition they argue that the operations of IAPI have often been 
responsible for the artificially high Argentine prices. 


Results of State Trading 


American disapproval has found a response from certain 
sections of the Argentine public, who have not benefited from 
IAPI’s transactions and who have long suspected that not all the 
profits were being used to public advantage. This combination 
has goaded Perén into presenting the first balance sheet since the 
organisation was set up In May, 1946. The document is not as 
informative as it might be. It shows that the trading corporation 
has received considerable loans from government banks and that 
its outstanding debt now totals more than three billion pesos. At 
the same time the balance sheet claims that the corporation has 
made a profit of two billion pesos in the past twelve months. On 
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the assets side there is a substantial item of 1} billion pesos in the 
form of government securities. , 
These figures suggest that IAPI is more than a mere 
company and has in fact become part of the government’s Geant 
machine. Those who know the details of Argentina’s precarious 
finances agree that IAPI cannot be dismantled at this stage. 
Foreign financial experts in Buenos Aires point out thet, Beeanas, 
of its enormous debt to the banks, its dismantling w ‘mer 
reveal what they describe as “the bankruptcy of the Cone 
Bank.” Mg 
There are thus no signs that Perén will abandon IAPI. Indeed, 
he has seized on this aspect of American criticism as a convenient 
tool with which to revive the anti-Yankee campaign against 
“dollar imperialism.” But throughout his invective runs a new 
thread of apology. He recently explained to an assembly of 
Argentine bricklayers that only through subsidies from IAPI had 
it been possible 10 keep down the price to the consumer of bread,. 
sugar and oil. 


Meat as the Last Card ai 


This has not been the only admission of weakness. Ar the end 
of June, in order to attract some of the despised US dollars, the 
peso was devalued from 4 to the dollar to 4.85—an overnight rise 
of 20 per cent. in the value of the dollar. Since then there have 
been further discouragements. In mid-August Belgium announced 
the withdrawal of further credit facilities to Argentine importers 
and thus warned the world’s exporters that Argentine exchange 
difficulties were not confined to dollars. Another blow was the 
fact that wheat crop reports from the rest of the world have been 
excellent. It looks as if the seller’s market has subsided, at least 
for the present, and if that is so, the large stocks of wheat being 
carried by Argentina are a dwindling asset. Much the same is 
true of Argentine maize and linseed oil. 

The weakness of Argentina’s current position may induce the 
government to reach a settlement with the United States. —-This 
should not be difficult, since Washington no longer aims at the 
overthrow of Perén and is concerned primarily to increase world 
supplies of foodstuffs at reasonable prices. However, if the 
Argentine Government is unwilling to meet the United States half 
way, then it must now concentrate on extracting as much as pos 
sible from Western Europe for its remaining trump—meat. Even 
if the Argentine negotiators cannot obtain dollars for meat—a 
forlorn hope—they will certainly aim to get the maximum amount 
of scarce capital equipment from European industry. Approaches 
are already being made to Belgium, but clearly Argentina’s real) 
salvation depends on what Sefior Miranda is able to extract from 
Britain when the two parties come to discuss Britain’s meat, 
supplies for 1949. i 


Pakistan Without Jinnah 


[FROM OUR KARACHI CORRESPONDENT] 


WITHIN a little more than a year after obtaining independence 
and, in the case of Pakistan, separate nationhood, both Dominions” 
have Jost the main architects of those achievements. Yet theit 
respective bereavements are very different in character. via, 


i 


Gandhi embodied the moral force and inspiration of India, 4 
there was a substantial body of opinion which regarded him @& 
having outlived his usefulness asa practical statesman. id-j- 
Azam Jinnah was above all a practical leader, and his loss is not 
merely a psychological shock but will be deeply felt in the inner 
councils of Pakistan. ae 
From the highest to the, lowest there is.a feeling here ¢ 
bewilderment and grief. It is not that Mr. Jinnah was pop 
in the ordinary sense of the word. Popularity was never 2 thin 
he sought and, indeed, there was nothing of the about 
him; his personal qualities were such as to arouse admiration 
rather than affection. Aloof, unbending, westernised in habit 
and outlook, the secret of his immense prestige in the country 4 
created and in the Muslim world in general lay partly in his cot 
plete integrity and partly in the solid fact that he had Wa 
“ delivered the goods.” His unparalleled achievement of 
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‘ Tygan, a new synthetic fabric woven 
from Bexan, is introduced by Fothergill 
& Harvey Ltd., the old established 
Lancashire textile manufacturers, in 
association with B.X. Plastics Ltd., who 
have devoted years of intensive research 
to the development of synthetic yarns. TYGAN UPHOLSTERY 


Tygan, which is immensely tough, has 
excellent wearing qualities. It has a neg- 
ligible water absorption, isequallystrong AVAYSXtX- 
wet or dry, and can easily be cleaned by {- 

sponging. Tygan resists corrosion (even 
Sea water) and in general possesses out- 
Standing weathering properties. Itisalso 
exceptionally resistant to acids, alkalis, 
alcohol and many other organicsolvents. 
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ing realisation of the Pakistan ideal only seven years after the 
Muslim League adopted the partition of India as its official pro- 
gramme naturally gained him a unique measure of respect among 
the Muslims of the sub-continent, The people of Pakistan had 
unbounded faith in his ability w see them through their difficul- 
ties; although in the last few menths of his life he took little active 
part in the administration, there was always in the lar mind a 
comforting. feeling that behind the * Central Provincial 
Cabinets there was an ultimate authority—not in this case a power 
behind the throne, but a throne behind the power, and one whose 
judgment would be final and whose order no one would dispute. 


The feeling of security thus engendered was particularly valu- 
able in the sphere of internal affairs; if there was friction between 
the Centre and the Provinces, if disruptive tendencies appeared to 
be gaining ground, the Qaid-i-Azam had only to say the word 
and opposition would melt away. He was the immovable rock 
amid the shifting sands of politics. 


A Match for the Hindus 


The simile is apt in another way. For years Mr Jinnah had in 
a sense played that very role, and he has perhaps provided one of 
the most outstanding examples in history of the success of a stead- 
fast refusal to compromise. It was this policy, or perhaps it 
should rather be called this attitude of mind, which brought inde- 
pendent nationhood to 70 million people without recourse to arms. 
It is safe to say that had there been no Jinnah there would have 
been no Pakistan, and India would even now have been un- 
divided, for no other man would have held out so unshakably for 
Pakistan or nothing. In 1946 even Mr Jinnah himself accepted 
the Cabinet Mission’s plan, and it was only when Congress leaders 
made unguarded speeches which appeared to show that their 
acceptance was neither whole-hearted nor unqualified that he with- 
drew. It was never any use trying to throw dust in his eyes. 
Logical clear-sightedness was another outstanding facet of his 
character, and the Muslim community, traditionally conscious 
that the Hindus had the advantage over them in intellectual capa- 
city, had the reassuring feeling that in him they had a leader who 
would never be “ outsmarted” by the most subtle Hindu politi- 
cian. 

What then will be the effect of his death on the future of 
Pakistan? His less wil! be felt most keenly in the sphere of 
internal politics. Pakistan has been as severely tested in this 
as in the foreign field. The menace of separatist tendencies 
in the outlying areas of the North-West Frontier Province 
and Eastern Bengal proved to be wumnexpectedly strong, 
while “provincialism” in the West Punjab and Sind no 
less endangered the foundations of the new State. Mr Jinnah 
dealt vigorously with these threats in the remarkable burst of 
energy which characterised his activities last spring. Airborne 
tours of East Bengal and the North4West Frontier, during which 
his tirelessness astonished all, were great personal successes and 
did much to consolidate his position, and consequently the posi- 
tion of the Centre. They were followed by the dismissal of the 
Premier of Sind (a combined blow against the two evils of pro- 
vincialism and corruption in public life) and a series of ordinances 
issued by the Governor-General, arrogating for the Centre some 
of the powers of the Provincial Governments... There has been 
a growing feeling that provincial autonomy is an obsolete con- 
ception so far as Western Pakistan is concerned, and that in the 
interest of solidarity, economy and efficiency the administration 
should he centralised ; equally there has been a feeling that only 
Mr Jinnah himself would be able to carry through this drastic 
reform in the teeth of provincial jealousies and vested interests. 
The future line of development is now uncertain. No drastic 
policy changes are expected, and, thanks to the work of internal 
consolidation put in during the last few months, there is no 
danger of any sort of coup d’éigt ; but a gradual deterioration in 
the internal situation is not beyond the bounds of possibility. 


No Change in Foreign Policy 


In the foreign sphere, the most important factor in the situa- 
tion is that Mr Jinnah was known to be favourably inclined 
towards the British connection, Though none cared openly to 
criticise his policy, there was a by no means negligible Anglo- 
phobe school of thought which privately dubbed him pro-British. 
This ,characteristic. is \ shared. by. his. successer,. Khwaja Nazi- 
muddin, but the latter, though in many respects an admirable 
choice for the post, will have neither the power nor the influence 
of his predecessor. No sudden reorientations are to be expected ; 
on the whole, indeed, it is unlikely that Pakistan’s foreign policy, 
which has always been guided ical | realistic Con- 
siderations, will change at all. Hopes have been expressed in some 
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quarters that relations between India and Pakistan will now im- 
prove. It is difficult to see how this can be so. Had both 
Dominions not been so deeply committed over the ‘ 
Gispute, there would have been a chance that India would find 
the present eceat n a ee for adopting-a more conciliat 
attitude in the hope of winning Pakistan’s friendship, but ' 
appears to be now too wide. Thee hs not the . 
bility that the two Dominions will re-unite. 





Two Camps in Korea 


WHEN in a small country there are two governments, €ach claim- 
ing to be the sole legitimate government of the whole country, 
there are only three possible ways of deciding them, 

of their own voluntary agreement to merge. The first is to submit 
to the verdict of the people through free democratic ions ; the 
second is to refer the dispute to an outside authority whose ruling 
both claimants undertake to accept; and the third is to fight it out 
by force of arms. In Korea unfortunately there seems little pros- 


pect of either of the first two solutions, because the essential fact 


of the situation is that the Soviet-sponsored North Korean regime 
repudiates either a verdict by free elections or a decision by the 
only international authority appropriate for the purpose. . Free 
elections under Uno supervision have already been held in South 
Korea and have produced the Government which the North 
rejects; the elections held in the North have been of the familiar 
“new democracy ” type, no political activity being allowed outside 
a unanimous Communist-controlled bloc, and the Uno Commis- 
sion was refused entry to the zone or permission to supervise elec- 
tions there. The Communists, of course, say that the boot is on 
the other foot, that it is the elections in the South that were rigged ; 
and it is true that police measures were taken against Communist 
elements which were continually inciting to violence and trying 


Scole in miles 





to prevent elections being held at all. It may also be conceded that 
in a country with no previous experience of parliamentary democ- 
racy and a population still largely illiterate, political choice is 
any case likely to be unduly influenced by the party or parties 
already in power or favoured by the existing authority. When all 
allowances have been made, however, the fact remains that the 
attitude of the Russians and their Communist protégés towards the 
principle of Uno supervision of elections has precluded any possi- 
bility of an agreed procedure for ascertaining the likes and dislikes 
of the Korean people. The same attitude also rules out acceptance 
of a decision by Uno itself, for Russia has declined to recognise an 

action of the “ Little Assembly,” and Mr Vishinsky has just beet 
doing his utmost to prevent the Korean question being even put 
on the agenda of the Assembly itself. Uno can pass a ese 
bur it will make no difference in Korea north of the 38th par 





of latitude. : 







ing civil war at the moment is the presence of the A 
and Russian troops. Any. crossing of ‘the demarcation line 
substantial Korean forces from one side or the other would 
the American or Russian troops into action in defence of. 
zone ; and the other Power would have either ‘to permit — 
humiliating defeat of its own protégés or else use its own f 
and thus bring on a major war. But now. Russia has annou! 
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the ground are one thing, but in the wonderful 
interior of a Short flying boat they have an 
added charm. From the long, cool drinks 
from the cocktail bar to the idle hours of 
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; windows of Cabin ‘E,’ these short three days 
; will be ones to remember. 
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From petroleum comes far more than petrol. 
Scientists have discovered in recent years that 
chemicals needed by almost every industry can 
be developed from this natural source. For 
example, detergents which are playing a vital over food, and this will be a meal to recall 
part in the processing of furs and fabrics and 2S i among the best. There'll be time for one last 
fa the formulation of sligiapeds: ‘These sate stroll on the promenade deck, then comes the 


light touch-down and a new chapter begins. 
detergents are only some of the products in - . ; 


: ; Lis ; Short flying boats are flying all over the globe. 
which Shell—and Britain—will soon be By B.O.A.C. from Great Britain to Australia, 
leading the world. 


Africa, India and the Far East. In Australasia 
| thank Shell Chemicals 





T.E.A.L., in Scandinavia D.N.L., and in South 
America A.L.F.A. and €.A.U.S.A., are using 
Short flying boats, too. Your travel agent will 
give you details. 
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away from steel. Lead and lead-glass screens 
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industry. Lead is ductile and pliable 


B E ST but it has a strength of its own — it is 
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MANUFACTURERS LIMITED 
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A NEW"COVER: 
DESERVES A 
NEW TUBE 


comprising : 

The Cookson Lead and Antimony Company Lid. ; Locke, Lancaster and W. W. & R. 
Johnson & Sons, Ltd. ; Walkers, Parker and Company Lid. ; Foster, Blackett and 
James Lid. ; The Librex Lead Company Lid. ; The LondonLead Oxide Company Lid. ; 
A. T. Becks & Company Lid. ; The Qidas Metals. Company Lid. 

Enquiries to: 

Associated Lead Manufacturers Lid., Sales Offices a: : Ibex House, Minories, London, 
E.C.3, or Crescent House, Newcas le-on-Tyne, or: Lead Works Lane, Chester. 
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withdrawal of its own troops from Korea by the end of the year 
and has challenged America to do the same. By this mancuvre 
Russia certainly stands to gain a moral advantage ; for it can be 
claimed that, if America keeps troops in Korea after that date, 
it is not only a violation of the agreement to withdraw occupation 
after Korean ind has been established, but an admission 
that the South Korean Government lacks the support of its own 
people and cannot survive without the support of a foreign army. 


The reality behind the formal contention, however, is that from 
the very beginning of their occupation in Korea the Russians have 
exerted themselves to the utmost to build up a powerful Com- 
munist-officered Korean army. They already had cadres from 
the Korean community in the Soviet Union, whose men 
of military age served in the Red Army and had been suitably 
indoctrinated for military leadership in the Soviet interest in 
Korea. There were also Koreans of Manchuria who had taken 
part in anti-Japanese guerrilla resistance, with secret support from 
Siberia, during the period of the Japanese occupation, With 
these elements and with local Communist stalwarts the Russians 
set about organising, equipping and training a Korean army, 
Detachments of it have fought with the Chinese Communists 
against Chinese Government forces in Manchuria, thus gaining 
valuable military experience as well as giving aid to the Com- 
munist cause. In spite of the iron curtain enveloping North 
Korea, American military experts believe that a really formidable 
army has been created and that it would today be far stronger 
than any force which the South Korean Government could 
oppose to it. : 


When the Americans went to South Korea, they were quite un- 
suspecting and unaware of Russian intentions, and they had them- 
selves no plan for militarising the Korean nation. They looked 
on the Koreans as a rather pathetic, downtrodden people who had 
been liberated from Japanese rule and they relied on the agree- 
ment which had made for a Four-Power Trusteeship to prepare 


Letters to 


Industrial Productivity 


Sir,—lI think that Mrs Stone’s reply to my letter on the above 
subject is more distressing than the unreality of the original com- 
parison for it misses completely the points at issue. It may be 
true that Dr Rostas has tried to provide a common base-year for 
comparing British and American industry, by a theoretical pro- 
jection from the last available census figures. But the census 
figures themselves are some years apart, and as stated in my 
letter, bracket a period which saw in the tinbox trade very 
significant changes in the relative productivity of the industries 
of the two countries. 

Whatever the statistical niceties, the conclusions drawn from 
them remain palpably false. The constituents of the two indus- 
tries do not differ, as Mrs Stone suggests, in quahity.only (for 
which some allowance has been made) but in kind. The range 
of articles manufactured is different and to that extent non- 
comparable ‘ 

The moral of the Rostas figures is presumably that the indus- 
trial leaders concerned should consult their American counter- 
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the Koreans politically and economically for full self-government, 
hey did not contest the right of the Koreans ultimately to 
national army of their own, but they did not regard it as urge 
or as having any priority in a country which had been ¢ 
cally dislocated by the collapse of Japan (even without the econ 
mic effects of the demarcation line) and had suffered a 30 per c 
decline of agricultural production due.to the shortage of fertilise 
Nor was Washington inclined to form a Korean army before th 
was any properly constituted Korean Government to take 
of it, and in the American view there could not be such a Go 
ment until elections had been held or at least there had 
American-Russian agreement On a provisional administration for 
the whole country. “Bur month after month passed, and in the 
South there was neither Government nor army, while in the 
North the People’s Committees ran everything under Russian 
supervision and: the Communists’ army: was built up daily. Ar 
last the Americans began to get wise to the trick that was being 
played on them and to realise that the negotiations never would 
result in any agreement unless it was for Communist control of 
Korea, which had been the Russian objective from the beginning 
So this year zonal elections have been held, a Government formed 
and Korea recognised by America as an independent state, with 
the sequel that the formation of an army in South Korea has been 
taken in hand three years after it was started in the North. But 
the North has a long lead, and unless Washington decides to 
abandon Korea altogether, some American woops must be kept 
there (by the invitation of the South Korean.Government) until 
the Seoul regime is reckoned strong enough to look after itself, 
Even then, what outcome can there be of American withdrawal 
except that the two armies will fly at each other’s throats as soon 
as all foreign troops are out of Korea? It is indeed a fantastic 
situation, perhaps the most fantastic of all the postwar monstrosi- 
ties, for Korea, after all, was not an enemy country, but was sup- 
posed to receive from the Great Powers of the West under a 
benevolent tutelage the gift of freedom. 


the Editor 


parts, to remove what are apparently major anomalies in the 
relative productive efficiencies. The object of my letter was to 
point out that this had, in fact, been done many years ago, and 
that compatative statistics which have beet available since that 
time demonstrate conclusively that, when like is compared with 
like, the anomalies prove to be non-existent. If Dr Rostas would 
like to obtain such a comparison he can come and see for himself 
here and I have no doubt that I could arrange similar facilities 
in the United States.—Yours faithfully, 
Joun Ryan, Vice-Chairman, 
The Metal Box Co., Ltd. 

The Langham, Portland Place, W.1 

[We suggest that the argument should be suspended until Dr 
Rostas’s full figures ate published.—Eprror.} 









Opposition in Israel 


Sir,—Your note, “Opposition in Israel,” in The Economist 
of September 11th contains certain inaccuracies. Koestler’s 
“ Thieves in the Night” was not written in the spirit of exposing 
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EUROPEAN RECOVERY 1948-195! 
AND THE TOURIST INDUSTRY 
by Ernest W. Wimble, C.B.E. — 

An exceptionally well documented study of the 
prospects and potentialities of an industry now 
rapidly expanding and vital to the recovery and 


future prosperity of Britain and Western Europe. 
Limited number of copies only, available, 


2s. 6d. post free. 
THE TRAVEL ASSOCIATION, 
Tourist Division of the British Tourist & Holidays Board © 
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the Jewish Resistance movement. It is a study of the integration 
of the various elements of Jewry of Palestine around the idea of 
winning Palestine by forge against unjustified Arab resistance and 
the mandatory’s policy. Far from exposing the Jewish resistance 
movement, Mr Koestler views it with sympathy and under- 
standing. British officialdom, and certain fractions of Jewry 
unable to keep pace with the realistic demands emanating from the 
situation in Palestine are brought to censure. I can well under- 
stand that bringing to light the spirit pervading the whole 
movement may “expose” it in London, but’ in Tel-Aviv Mr 
meestles.s book was taken as a vindication of its aims, and even 
methods. 


The Stern Group had both independent beginnings and career 
from Irgun Zvei Leumi. It had existed for some time when Irgun 
came to life as a separate organisation. It is, of course, still 
difficult to trace the exact story of events; it is certain, however, 
that Irgun as a separate organisation appears as late as. the early 
months of 1943. At that time a group of revisionists, deportees to 
Russia, including Menachem Bei?in, obtained control of the 
hitherto insignificant underground forces, and of the political 
bureau of the party, and eventually engineered a split, which 
made Irgun completely independent, 

To what extent this split was real it is difficult to say. It is 
quite possible that it was a purely tactical move to exonerate the 
official organisation from the doings of the underground. Radicals 
on both wings in Palestine, Irgun, Stern, and the leftist group 
headed by Moshe Kleinbaum-Sneh understand politics and 
policies in the purely Machiavellian sense.—Yours: faithfully, 


KAZIMIERZ GRZYBOWSKI 
126 College Road, London, S.E.19 


The Reward of Work 


Sir,—In the course of your interesting analysis of contem- 
porary conditions under the above heading, there is a statement 
in the article of September 11th which calls for comment. Sir 
Stafford is wise enough not to “under-rate the increase 
in output which could be secured by greater and longer physical 
work,” and he certainly does not “ over-rate the potentialities of 
improved management.” 


While admitting that there undoubtedly is today a certain 
slack in the duration and tempo of work, experience over many 
years has shown that, so far as sustained effort is concerned 
(and the short spurt has little relevance to Britain’s needs today), 
there is a definite ceiling to the length of the working week, and 
that diminishing returns set in fairly rapidly thereafter. The 
ceiling is probably on the under side of 47-48 hours if the tempo 
of work is high. The tempo of work, however, is mainly a 
psychological factor, a reflection of morale: this has been proved 
by many studies. In turn, the level of morale is a direct product 
of the competence or deficiency of management. This is one 
important direction in which the potentialities of increased pro- 
papal through improved management cannot possibly be 
over-rated. 


Equally, in the field of methods there is considerable scope. 
The archives of a professional consulting firm are full of examples 
of over-staffing, ineffective use of manpower, loss of production 
ume due to a bad layout and flow of work, unplanned mainten- 
ance of machines, and so on. ‘These are all factors peculiarly 
within the domain of management. So again there would seem 
to be ample scope for potential improvements in productivity 
due to better management and relatively little danger of over- 
ating the size of its contribution.—Yours faithfully, 


7 Park Lane, London, W.1 E. F. G. Brecu 


[We seem to be all on the same side, The.ceiling of efficient working 
urs is generally agreed to be around 47-48 per week (in so far as 
4 single figure can be quoted for all industry), but Mr Brech cannot 
contend that most workers exceed that figure. While we agree that 
Management has a great deal to learn about its own efficiency, the 
St management can only make the best possible use of the man 
ts available to it, and there must come a time when—economies 
ving been made in every direction—increases in production can 
be achieved only by an increase in man hours.—EpiTor.] 


. Price. Reductions 
Sir;—A South Wales miner with whom I was discussing the 
reduction in prices made by. the Co-operative Societies last 
February commented that, as far as he was concerned, the reduc- 
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tion had an effect the reverse of that intended since it had always 
been his practice to retain his dividends as savings and these 
dividends were now likely to be considerably reduced. The 
pe tt saved as a result of the lower prices were spent on non- 
essentials. 6s 


If this is a general practice jt would seem that the Co-operative 
Union’s action might have had an inflationary rather than a dis- 
inflationary effect—Yours faithfully, 


Matcotm H. McDovuca.. 
1 Napoleon Road, Twickenham; Middlesex ; 


Railway Slump 


$1r,—In relation to the article on “A Railway Slump” in your 
issue of September 11th you may care to be reminded (particularly 
as ‘you contemplate reverting to this topic) that it is decidedly mis- 
leading to conduct: any comparison of present with “ prewar” 
fares on the basis that “ railway fares are now (only) 55 per cent 
above the prewar level.” ‘This is true only if one defines “ pre- 
war rates” as those in force immediately prior to the outbreak of 
war and ignores the fact that there had already been an increase 
of 5 per cent a few weeks earlier—i.e. on June 11, 1939. 


I think you may agree that the average member of the public 
does not ordinarily construe the term “ prewar” so strictly in any 
general comparison of present conditions with those obtaining 
before the war; the latter is more usually construed as those apply- 
ing over some reasonable period. 


The fact is that present rates are 63 per cent above the level in 
June, 1939, a fact that was confirmed to me by the Southern 
Railway on November 20, 1947. I submit that in the generally 
accepted sense this represents the more accurate description of 
the increase over “ prewar”. rates. 


You may, moreover, be interested to observe that in respect 
of the so-called “ cheap. fares” the general rate of increase is even 
substantially greater. A concrete ¢xample is a Sunday trip to 
Gloucester (advertised on page 2 of the Evening Standard of Sep- 
tember 15th) the present rate of 15s. compares with 6s. 6d. operat- 
ing for several years before the war, when I was making the journey 
fairly frequently. Similarly I think enquiry would confirm that 
many “cheap day” return fares in the London suburban area 
(certainly that part served by the. Southern Region) are up by 
100 per cent or so.—Yours faithfully, 

C. J. R. WHErmartu. 
$5 The Grove, Twickenham, Middlesex 


From The Economist of 1848 


September. 23, 1848 


How to prevent revolutions is a new and important problem 
for statesmen to study. ‘The Austrian, French, and Prus- 
sian method of keeping the people under severe control and 
in pupilage, which has hitherto been admired and followed, 
has obviously failed, It may do for a short season, but in the 
long run it is destructive. The best remedy probably is the 
abatement of that vanity which induces estimable men to 
deem lightly of society, and very highly of their own abilities 
to regulate it. Such a cure will be slow, but we are afraid 
it will be the only sure one. The benevolent mtention of 
all political reformers and of all the administrators of govern- 
ment, now and to be, cannot be doubted ; they have no other 
interest than that.of securing their own fame and peace 
by making the people happy, but the wisest among 
them are lamentably ignorant of the means.. We learn every 
session of Parliament that single laws, the. most carefully 
drawn and considered, relating to some minute part of 
society, such as the regulation of the factories, do not answer 
the intended purpose, and affect many ‘interests which the 
legislator never intended to touch ; and we conclude, there- 
fore, that the attempt to make a constitution at once regulat- 
img every part of society, is a wild impractibility, The best 
interests of mankind accordingly now require us to dis- 
countenance and discourage equally constitution-mongers 
and legislative meddiers.... .. ‘ernments desirous of 
preserving their authority, and insuring the peace and welfare 
of the people committed to their charge, with all the mercan- 
tile and industrial Classes ..  . whose dearest interests are 
so deeply injured by political change’. ... must now be- 
come the advocates of laisser faire, and seek security and 
safety by frowning down the vanity and imterdicting the 
meddling of revolutionary heroes. 
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Britain’s Balance of Payments 


HEN set against the frightening background of 1947, 
the latest estimates of Britain’s balance of payments— 
given in Cmd. 7520—portray a striking transformation. In 
the first. half of this year Britain’s total deficit on overseas 
payments on current account was ing at an estimated 
annual rate of {280 million—well under half the catastrophic 
rate of 1947 (now revised from £675 million to £630 million) 
and little more than three-quarters of that for 1946. What- 
ever reservations need to be made about the basis of these 
estimates and the sources which have contributed to so dramatic 
a change, there can be no gainsaying that the rake’s headlong 
progress has been checked. The new austerity imposed upon 
Britain last autumn has had some salutary effects in greatly 
reducing (though by no means stopping) the dissipation of vital 
reserves. The Government, flushed with relief and satisfaction 
at this achievement, may perhaps be forgiven for not recalling 
that any smaller success would have been calamitous. Some 
may feel, indeed, that any dispassionate analysis of the sources 
of this change must be an ungracious, kill-joy exercise. But 
it would be no service to Britain, and none even to its present 
Government, to neglect the task. 

The truth is that the brightness of the bold strokes on the 
canvas becomes not a little dimmed when the necessary detail 
is filled in, The total deficit of £140 million for the half-year 
is only {4,000,000 greater than the £136 million estimated in 
this year’s “ Economic Survey ”—a small difference which has 
been widely acclaimed as evidence both of the accuracy of the 
Government’s forecasting and of the successful progress of its 
master-plan for Britain’s rehabilitation. Those who argue thus 
have not read Sir Stafford Cripps’s exposition, given in Parlia- 
ment last week, with the attention it deserved. He showed, 
even if he did not emphasise, that the visible deficit—the portion 
of the whole account which most clearly reflects the course of 
the rehabilitation plans—was much larger than: had been 
expected. The error, by comparison with the “ Economic 
Survey ” estimates was, indeed, nearly 80 per cent, for the actual 
deficit for the half-year was £156 million, whereas the estimate 
was £87 million. This large divergence from the programme 
seems to have been almost wholly due to the continued rise 
in import prices. The cost of imports, at £887 million, was 
£95 million more than had been expected but. their volume 
as a percentage of 1938 volume, at 78 per cent, was only 2 per 
cent more than the “ Economic Survey” postulated. Of this 
unforeseen burden of £95 million, exports and re-exports carried 
£26 million ; they exceeded estimate by that amount, and this 
excess was by no means wholly duc to the rise in export prices— 
estimated at 3 per cent, in contrast with 10 per cent in import 
prices. The achievement of exports is, indeed, very heartening. 
As Table I shows, they earned £731 million in the half-year, 
compared with £1,102 million earned in the whole of 1947. 

These figures are certainly a tribute to the progress of the 
export drive. But it needs to be emphasised that if there had 


been no other sources of unexpected improvement the total | 


deficit. for the half-year would have been running at an annual 


rate of about £400 million—despite the cuts in imports and in. 


industry’s capital outlays and despite the new austerity. In 


other words, the virtual achievement of the target for the half-. 
year’s total deficit has been wholly due to the unexpectedly large _ 
met receipts from invisible transactions. It is important to. 
recognise both that this improvement was partly adventitious 


and that it was not directly related to the Government's policy 
and planning. Otherwise people may jump to the dangerous 
conclusion that the major changes which were planned in the. 
structure of Britain’s economy—changes which ‘have scarcely: 
begun to take effect as yet—are after all unnecessary. 

The inyisible account as a whole showed a net credit of 
£16 million instead of an expected net debit of £49 million— 
an unexpected gain of no less than {65 million. To this gain,’ 
Government transactions contributed £13 million; that is t9’ 
say, the net total of Government expenditure overseas, at 
£57 million, fell short of the estimate by this amount. It would," 
however, have exceeded estimate by £16 million had there not 
been a more than compensating error in the estimates of certain 
non-recurring credits: disposal of wartime surpluses and inter- 
governmental settlements of indebtedness arising from the war 
provided £29 million more than had been expected and financed 
scarcely less than half the net total of the Government’s over- 
seas expenditure on all other accounts, which amounted to £113 
million in the half-year, or at the rate of £226 million per 
annum. This last figure compares with £328 million for the 
whole of 1947, so that the reduction has been less steep than 
is commonly supposed. 

Up to this point, therefore, the current account, strictly so 
defined, shows only deterioration by comparison with the esti- 
mates—at the annual rate of £170 million, if the non-recurring 
Government credits are excluded. The really heartening 
achievement, which ‘has saved the situation and brought the 
total deficit down to within striking distance of the estimates, 
has occurred in the traditional items of Britain’s invisible 
income. The cost to Britain of invisible imports—shipping, 
out-payments of interest and dividends, films (net), tourism 
(£15 million) and business travel abroad (£9,000,000)—was, 
indeed, £34 million more than had been estimated, at £174 mil- 
lion, equivalent to an annual rate only slightly less than in 1947.. 
But invisible receipts expanded very sharply, and surpassed 
the estimate by £86 million. Their total for the half-year was 
equivalent to an annual rate of £494 million, nearly £120 million 
more than in 1947 and actually {90 million above the figure 
for 1938, despite the estimated fall of {50 million in the yield 
from overseas investments. To keep these heartening gross 
figures in perspective it needs to be remembered, however, that: 
invisible imports—excluding Government expenditure at a net 
annual rate of £104 million—were costing {£191 million a year 
more than in 1938. Hence the net yield of commercial and 
private invisibles was fully {100 million less than in 1938, 
despite the big expansion of net shipping income in consequence 
of the rise in freight rates. This income was at an annual rate 
of £66 million in the first half of this year, in contrast with only 
£20 million in 1938. 

The other big contributors to non-Governmental gross’ 
invisible income were the miscellaneous items, including inward. 
travel now shown separately for the first time. These items: 
produced a credit of £22 million in 1947 (instead of the debit 
of £20 million shown in the initial estimates for that yeat), 
but were expected to involve a net expenditure of {11 million 
in the first half of this. year., Actually, they provided a net 
income of £53 million, and thereby surpassed the forecast by 
a sum equivalent to an annual rate of no less than £128 million. 
Part of this big expansion is. however, certainiy non-recurring?’ 
for example, the residual item includes a notional credit of 
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£8 000 representing the counterpart of goods imported (and 
included in imports in the visible account) from overseas stocks 
accumulated and paid for ae the, war: Inward travel yielded 
{14 million in the first half ofthe year (comparedwith 
£19 million in the whole of 1947 and £28 million in 1938), and 

it is expected to be even larger in the current half-year, which 
includes a larger part of the tourist season and has also benefited 
from the Olympic games. There is still a net deficit on travel 
of £10 million in the half-year, but it is much less than in 
1947 when, it is now estimated, outward travel cost the ex- 
travagant sum of £73 million and even the net figure exceeded 
{50 million ; in 1938 it was: {12 million. For the rest, there 
has apparently been an unexepectedly big increase in income 
from financial and commercial services and from the overseas 
activities of the oil industry, though no indication is given of 
the amount of these receipts, 

So much for the current account of Britain’s balance of 
payments as a whole. More reassuring, in some respects are 
the changes which have taken place in the distribution of pay- 
ments between the main geographical areas. Despite the rise in 
dollar prices (which caused imports from the Western Hemis- 
phere to exceed estimate by £27 million for the half-year), 
the net deficit with the Western Hemisphere—which is not to 
be identified with the dollar area—was reduced to {£195 
million, or only £12 million more than the figure forecast in the 
“Economic Survey.” Its annual rate, though still at the 
alarming level of £390 million is £280 million less than in 1947, 
ayear of disastrous strain upon the reserves. A large part of this 
improvement was due to the steep fall in the invisible deficit ; 
this totalled £118 million in 1947 but was reduced to only 
£18 million in the first half of this year, thanks to the cessation 
of direct expenditure in the Western Hemisphere for account 
of Germany and thanks, also, to improved net receipts from 
shipping and oil. 

Of particular significance, in view of Britain’s large obligations 
under the new European payments plan, are the radical changes 
which have occurred in Britain’s trade relationships with the 


OEEC counthi¢s. In 1947 Britain had a visible surplus of £34 
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million, but a final deficit of £30 million, with these countries. 
In the first half of 1948 the visible surplus had risen to an annual 
rate of £58 million and “the invisible deficit of £64 million 
had been converted. into an invisible surplus at the rate of 
£22 million, making a final surplus at the rate of £80 million. 
This large total of British aid for Marshall Europe suggests 
that the immediate burden of unrequited exports to Europe 
which Britain is assuming under the new ‘plan will actually be 
less than the burden which has been carried in the first half 
of this year ; for the Chancellor said in Parliament last week 
that at least two-thirds of the $500 million of British aid will 
be furnished by exports from the sterling area. 

One other facet of Britain’s external accounts is of particular 
importanct—the capital account, shown in the second table. 
This shows large and contrasting movements. In the first half of 
this year, Britain has again been attracting capital from the non- 
sterling world, but this inflow has been financed on balance by 
a more than corresponding repayment of accumulated sterling 
balances ; these dropped by £142 million (partly in consequence 
of Argentina’s drawings for the purchase of the railways). 
The total balances of the sterling area countries, on the other 
hand, rose by no less than £116 million (in contrast with a 
drop of £147 million in 1947) partly because of their voluntary 
curtailment of drawings on the central dollar pool. In addition, 
Britain increased its capital assets in the sterling area by no jess 
than £145 million—a huge rate of outflow of funds which was 
strongly influenced by the movement of “ hot money ” to South 
Africa. This particular movement, however, has now been 
reversed ; and the Chancellor explained that the net outflow 
of capital in the second quarter of the year was much smaller 
than in the first. It is certainly to be hoped that this declining 
trend. will continue, for Britain can ill afford to export capital 
on shis scale, especially as much of the outflow is not to be 
regarded as the genuine accumulation of overseas assets which 
the accounting might suggest. This item of £145 million is, 
indeed, a mere residual, and includes such items as the capital 
taken abroad—estimated at “several tens of millions ”—-by 
emigrants, 
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Bretton Woods Twins 


HE world’s finance ministers and. governors of central 

banks, with their retinues of experts, are gathering in 
Washington for the meetings of governors of the International 
Monetary Fund and the International Bank for Reconstruction 
and Development, which are due to open next Monday. These 
Bretton Woods twins have had 24 years in which to thrive and 
show their mettle since their baptismal feast—the inaugural 
meeting of governors at Savannah in March, 1946. To assess 
their performance, it is well to recall this earlier gathering, at 
which the fundamental issues. that were to determine the 
character of the two institutions, were decided. The most im- 
portant of these issues concerned the basic character of the Bank 
and Fund: whether they were to be political or technical institu- 
tions; whether they were to provide a meeting place for bankers 
or for representatives of governments ; whether each was to 
be managed by an international staff owing allegiance to an 
international institution alone, or by a large concourse of 
executive directors and their alternates sitting in permanent 
session and owing allegiance primarily to the governments 
which appointed or elected them. This last choice involved 
two issues: first, the siting of the Bank and Fund, whether they 
were to be in the political or fimancial capital of the United 
States (the fact that they should be in the United States at all 
had been decided earlier, at Bretton Woods itself); the second 
concerned the powers and incidentally the salaries to be given 
to the executive directors and their alternates. 


The first British Governor, Lord Keynes, felt deeply on 
these issues and with all the concern of a man who cOuld 
rightly claim the major share in the paternity of the twins. It 
is instructive to recall the speech he made at the inaugural 
session of the Savannah meeting. In this he invoked all the 
qualities that the good fairies should be bringing to the two 
infants, at this, their christening ; but he added that if by ill 
chance some bad fairy had not been invited (like Carabosse 
at the baptism of the Sleeping Princess) it would lav a curse 
on the twins: “You two brats shall grow up politicians ; 
your every thought and act shall have an arriére 
pensée ; everything you determine shall not be for its own sake 
or on its own merits but because of something else.” And Lord 
Keynes added that if this were to happen “ the best that could 
befall would be for these children to fall into an eternal slumber, 
never to waken or be heard of again in the courts and markets 
of mankind.” 


This danger of the intrusion of politics must be more par- 
ticularly present with the Fund whose concern is primarily 
with monetary policy, a jealously guarded preserve of national 
sovereignty. Looking back at the history of th® Fund-over the 
past year it cannot be said that it.has altogether escaped the 
curse of Carabosse. The siting of the Fund in Washington 
has inevitably tended to make that institution an organ of the 
US Government and its American executive director an agent 
of the National Advisory Council, the financial committee of the 
US Government. While that political influence has been used 
discreetly and on the whole wisely and constructively, it cannot 
be denied that the mere intrusion. of political. influence has 
caused some resentment and suspicion among non-American 
members of the Fund and has lost for that institution some of 
the complete and unquestioned confidence with which it should 
be held by all member countries. One illustration of political 
inspiration will suffice—the decision to debar all member 
countries which are recipients of Marshall Aid, from _pur- 
chasing American dollars from the Fund. The decision may 
have had considerable logic behind it; but the manner in 
which it was made and the obvious American prompting that 
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lay behind it, gave it the appearance of a diktat which cut tight 
across the concept of automatic access of members to: the 
facilities provided by this institution, subject to the rules — 
at Bretton Woods. 

Since it began operations in March, 1947, the Fund has ee 
valiant work within the limit of its resources in filling the 
world’s dollar needs. Its cumulative operations to date show 
sales of exchange amounting to $633 million, of which all but 
$16 million represented sale of US dollars. The scale of 
these operations has been steadily diminishing, partly because of 
the barring of ERP countries and partly because some members, 
including Britain, virtually exhausted their 12-month quota of 
permissible operations well before the 12 months were over, 
Since the beginning of the current fiscal year on May 1, 1948, 
and up to the end of July, the Fund had only sold exchange for 
$27,528,000 and the month of July itself provided one single 
operation, the sale of 100 million Belgian francs to Norway. 

Looking back over the past year’s activities of the Fund, no 
criticisms or second thoughts suggest themselves regarding the 
original decision to accept the parities notified by members before 
the Fund started to operate. However artificial these parities may 
have been, there was neither the statistical material to calculate 
true parities, nor the uniformity of economic development 
throughout the world to ensure that these parities, once cal 
culated, would have remained valid for more than a very short 
period. The Fund has, in fact, made a good case for accepting 
the original parities while keeping a particularly open mind in 
its judgment on requests for changes of parities. The Fund's 
record is much more vulnerable on the issue of multiple 
currency practices with differential rates of exchange. One 
real fight appears to have been fought on that issue, that from 
which France emerged defiant and victorious. This appears to 
have broken whatever will the Fund ever possessed to resist in- 
fringements of its basic rule, that members should not indulge ia 
multiple currency practices. After recognising experiments 
made in this direction by Greece and Italy, the Fund has been 
scattering dispensations from this rule among its South 
American members. The effect has been to penalise the 
disciplined and the well-behaved. Multiple currency practices 
not only call into question the official parities recognised by 
the Fund ; they are also leading to an increasing distortion of 
the channels of world trade, a distortion which mainly harms the 
countries which continue to shun these practices. 

Neither has the Fund emerged wholly victorious from its 
battle against differential gold prices. The more brazen pro- 
posals submitted by certain members to subsidise their domestic 
gold production by paying higher domestic currency prices than 
those corresponding to the official parities, have been. sup- 
pressed. The grossest and most glaring abuses of international 
traffic in gold at differential prices have also been stopped ; 
but in fact gold continues to find its way to the free markets of 
the Middle and Far East in sufficient quantity to make it quite 
apparent that the edict of the Fund against dealings at 
prices is being ignored by some of its members. 


has undoubtedly lost face during the past year. 

As for the International Bank, the past year*has seen 4 
gradual reduction im the tempo of its activities. The a 
hopes that it might play some part in the European 
Programme have been disappointed ; it stands outside. the 
channel through which American capital is now flowing to other. 
countries. It is perhaps inevitable that the Bank should have. 
to take a back seat in international investment, since the inter- 
national demand for new capital is almost exclusively a 
dollars and the Bank’s dollar resources are severely limited. It 


In the fight 
against open and hidden transgressions of its rules, the Fuad 
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collected about $750 million in dollar subscriptions from 
the United States and other member countries.“In addition it 
mobilised another $250 million by fast year’s issue of bonds in 
the American capital market. It has to date made loans of 
slightly over $500 million. Since its dollar resources cannot be 
allowed to run down completely, the remaining scope for dollar 
joans is modest and will so remain unless Wall Street can be 
induced to absorb another issue of the Bank’s bonds. There 
js very little prospect of this at the moment. The Bank has 
undertaken one or two minor non-dollar operations, such as 

iding a few Belgian francs for Luxemburg and Swiss 
francs for the Netherlands, but these are abnormal transactions 
and given the comparatively expensive terms on which they 
were made are unlikely to provide precedents. For the time 
being the role of the Bank appears to be to offer modest 
prospects of dollar loans for Latin-American countries, thus 
helping to console these for the major direction of US external 
assistance towards ERP, 

While the operations of both Bank and Fund have been 
slowing down, the same cannot ‘be claimed for the scale on 
which these two institutions live and provide livings. For the 
fiscal year to June 30, 1948, the Bank had an administrative 
budget of over $4,000,000—an outrageously high figure in 
relation to the actual business done. When the accounts of the 
Fund for the past year are published this sum will probably 
be shown to have been exceeded by that. institution. The 
worst fears of those who looked askance at the grandiose scale 
on which these two institutions were launched are now being 
realised. The staffs of each appear to be out of keeping with 
the volume of business which is being transacted. The Boards 
of Executive Directors with their fourteen full-time directors 
and fourteen alternates, all of them drawing large tax-free 
salaries, with quite inadequate work to occupy more than a 
small fraction of their time, must tend to become lush and 
convenient pastures where governments put out to grass tired 





50? 


or deserving pensioners. There are honourable exceptions to 
this tendency, and some member countries have scen fit to keep 


their representation and ‘the expenses they incur down to the 
minimum. Apart from the boards, the staffs of these two 


institutions are becoming unduly inflated. The Fund is reputed 
to have over 200 employees in its Research Department doing 


little more than is"accomplished by a mere ‘handful ‘of people 
at the Bank of International Settlements at Basle. The Bank 
and Fund share a building, but nothing else, They have no 
common services. On the contrary, they tend to bid against 


one another for talent. As a result considerable duplication of 


effort is taking place within the four walls of the same building. 
What is worse, this inflated scale of administrative expenditure 
aggravates the dominant problem which these two institutions 
were formed to cure: the world’s shortage of dollars. Their in- 
come is provided largely by the poor and the needy. It is they 
who have to take the Bank’s loans and use the facilities of the 
Fund. Under the Keynes scheme, the excessive creditor would 
have been paying heavy interest'on its large bancor balances and 
would thus have made his contribution to the running’ expenses 
of the Clearing Union. But no part of this idea survives and it 
is the deficit countries. which provide the bulk of the income 
of both institutions. Their outlay, on the contrary, is almost 
wholly in the form of US dollars, since they are sityated: in 
Washington and pay their salaries in dollars. There is therefore 
a very strong case to be made for a drastic curtailment in the 
budgets of these two international institutions. By such action 
they might even provide a salutory example to the even more 
white elephantine services and off-shoots of the United Nations 
whose mounting expenditure and increasing administrative 
inefficiency urgently need reform. Slimmed and stripped of 
their superfluous fat, the two Bretton Woods institutions would 
be in better shape to tackle the work for which they were 
intended and to fulfil the valuable functions that still lie before 
them. 


Business Notes 


The Chancellor in Ottawa 


The week which Sir Stafford Cripps and his experts have spent 
in Ottawa appears to have been largely devoted to expounding to 
the Canadian Government the facts of the British economic 
position and the short and longer term objectives of British 
economic policy. More specific issues will no doubt have been 
introduced, including the freeing of the unspent $240 million 
balance of the Canadian loan, the status of the interest free loan, 
the expenditure of off-shore dollars in Canada and the future 
of the bulk purchase food contracts, : 

The dominant issue, however, has far outranged these specific 
problems. It has encompassed nothing less than the future 
trading policy of Great Britain, the ultimate objectives regarding 
the convertibility of sterling and the dependence which Canada 
can therefore place on the sterling countries as a long-term market 
for its produce and as an assured and sound leg of the tripod on 
which the Dominion’s commercial and financial equilibrium has 
tested in the past. Canada has watched with suspicion and 
apprehension the pursuit of the bilateral balancing of trade 


in British commercial and payments agreements negotiated 


during the past year. For the time being, the impact of this 
bilateralism and of non-convertibility has been effectively 
softened by the freedom with which authorisations have been 
granted by the Economic Co-operation Administration for British 
off-shore purchases in Canada. That, however, is not a per- 
manent factor in the economic relations between Britain and 

; and Canadian Ministers and their experts have shown 
the greatest and most natural interest in finding out the prevailing 
British views on what will happen to sterling when Marshall Aid 
comes to an end, Sir Stafford Cripps a rs to have satisfied 
their curiosity. He has expounded the British plans, so far as 
they can at present be formulated, for the post-Marshall period 
from 1952 and what he has told the Canadians is reported to have 
#iven them some measure of assurance. Since the Canadian re- 
Serve position has undergone an appreciable improvement over 


the past few months, it is at least possible to hope that agreement 
may soon be reached on the gradual unfreezing of the balance 
of the Canadian loan to Britain. 


a * * 
Resilience in Gilt-Edged 


The readiness of the Funds to respond to any symptom of im- 
provement in the international situation could not have been 
better illustrated than on Wednesday. It was enough, given the 
pressure of accumulated funds. awaiting investment, for the mere 
hint of a further approach in Moscow to produce a sharp im- 
provement in gilt-edged before Mr Bevin spoke. But the remark- 
able feature, this week as last, has been the support for the 
“ yndated ” stocks, like Old Consols and “ Daltons.” -These two 
issues showed rises of 4 and } respectively ; Old Consols closed on 
Wednesday at 78 ex interest, to yield £3 4s. per cent, while 2} per 
cent Treasury Stock was 1 quarter of a point lower, to yield 
£3 4s. 3d. per cent. 

No doubt, the “ undated ” issues have been left somewhat behind 
in the long and steady improvement among the dated issues. The 
latter indeed showed that they were still capable of further slight 
improvement, giving the lingering hope of a reasonable settlement 
with the Russians. But for the most part, investment buying has 
been concentrated, when conditions were thought to be favourable, 
on the irredeemable stocks. It would not be right to exaggerate 
the movement, however, for éarlier dealings this week showed 
that a few small salés were capable of causing fractional losses 
throughout the gilt-edged list. Im a market short of the undated 
issues, however, moderate’ support is capable of producing a more 
than proportionate movement in prices. 

Meanwhile, politics alone condition the market’s behaviour. 
Neither in gilt-edged nor in equities have investors begun, as yet, 
to make any serious calculations about the potential effects of re- 
armament on the British economy as a whole or on the particular 
industries which may be affected for better and for worse. There 
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has, of course, been some measure of support for aircraft shates— 
Rolls Royce, in particular, were prominent and have advanced 
from 89s. 6d. before Mr Morrison’s announcement of the new alr- 
craft programme to 97s. 6d. Speculative buying of road transport 
and coke oven company shares has also continued on the prospect 
of acquisition and favourable compensation. But equities as a 
whole have done no more than maintain their ground. Perhaps 
the revival of new issue business is playing some part in this 
steadiness. Whatever the answer may be, the subscription for 
rights and excess shares of more than twice the money sought for 
the Imperial Chemical Industries issue is indicative of the volume 
of funds which awaits investment on favourable terms. 


* * * 


Australia Invites Success 


The expected Commonwealth issue announced this. week takes 
the form of £15,000,000 3 per cent stock 1965-67 at par. 
Together with cash payments from London funds amounting to 
£6,252,995, the new issue is designed to redeem {16,082,849 
Commonwealth 3} per cent registered stock 1946-49 now out- 
standing, for which notice of redemption on January 1, 1949, 
has been given and £5,170,146 of Victoria 3 per cent 1929-49 
stock due for final redemption on the same date. Cash sub- 
scription lists for the new loan (which is, of course, a trustee 
stock), will open and close on Tuesday next and conversion lists 
will be closed when the stock has been fully subscribed but not 
later than October 7th. As im the case of the two previous 
Commonwealth conversions carried out earlier this year the issue 
will be underwritten in the market, at 3 per cent plus an over- 
riding commission of } per cent. 

With its short bracketed redemption dates, the new stock follows 
closely the pattern of its two predecessors and will commend 
itself particularly to institutional investors on that account. It 
also reflects the improvement in the credit rating of the Common- 
wealth during the past three months. The British stock with 
the nearest life to the new loan is 24} per cent Savings Bonds 
1964-67, which on Tuesday offered a yield of {£2 15s. 8d. 
per cent gross to the latest redemption date compared with 
£2 17s. 7d. per cent gross on the eve of the Commonwealth issue 
in May. On the same day, Commonwealth 3 per cent stock 
1964-66 which. was issued at par in May was standing at 1} per 
cent premium, so it would seem that the Australian authorities 
have left themselves a little in hand in the terms for the new issue. 
Their caution indeed may seem a little excessive, given the fact 
that the gilt-edged market is so Steady, despite’ all the 
obscurities of the international situation.. Such prudence, how- 
ever, might easily prove justified under present conditions, whereas 
in May the Australian authorities were prepared and, as it proved, 
able, to squeeze the best terms out of the market. Like the direc- 
tors of Imperial Chemical Industries, who have scored an import- 
ant success with their-ordinary share issue, Australia has preferred 
to take the line of safety. This impression of caution is 
borne out by the movement of prices on Wednesday morning 
when the price of the 1964-66 stock declined § per cent. If no 
unexpected disturbancé occurs in the market, thefe is every reason 
to anticipate that the issue will be a resounding ‘success. 

After the present issue and the recent gift of £A1o million to 
the British Government, Australia’s London funds will still exceed 
£180 million. Further refinancing ‘operations are to be expected. 
Two 4 per cent state issues 1942-62 totalling over £15 million 
await conversion and could have been included in the current 
operation if the required six months’ ‘notice of redemption had 
been given. There is also £6,000,000 of Victoria 3} per cent 
1929-49 stock which is finally redeemable on October 1, 1949. 
while some £37 million of mixed 3 and 3} per Cent State and 
Commonwealth loans will become eligible for redemption at three 
months notice on December rsth next year. 


* * x 


ECA Loans 


Although broad agreement was reached in Washington some 
weeks ago on the terms on which ECA loans would be made to 
Britain, the drafting of the specific agreement has taken longer 
than was expected and has given rise to the usual difficulties which 
are encountered when lawyers, and especially the legal experts 
in the American administration, take up their task. The main 
point of difficulty appears to be the waiver clause which is to be 
incorporated in all the ECA loan agreements. In the early stages 
of the negotiations the United States representatives had sug- 
gested that if the waiver clause was invoked by the debtor on the 
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ground that exchange difficulties made transfer impossible, interes, 
and capital repayments on the loans should nevertheless’ be met 
in currencies and added to the fund of. local currencies 
aside by the recipient countries against their ECA grants. 
That proposal failed to find favour on this side. The acres. 
ment in principle which was subsequently reached in Washingto, 
was left particularly loose and: amounted merely to an i 
to enter into discussions about future payments of interest. an, 
capital on these loans if the borrowing country found itsel 
difficulties—in the specific case of Great Britain, if the waiver 
the 1945 loan was being invoked. The time taken to translate 
general agreement into legal terms appears, however, to have given 
the opportunity for differences of more fundamental 
to emerge. The suggestion appears to have been made from th 
American side that, if the waiver clause is invoked, ECA 
have the right to take payment of interest and capital in kind, 
and particularly by additional stock piling of strategic materials, 
This proposal should prove particularly popular to Congress, but 
is Causing quite natural consternation among the potential bor. 
rowers, because they could only invoke the waiver at the expense 
of cutting down their normal dollar earnings and so making their 
balance of payments difficulties even worse. ‘This is one of the 
loose ends in the ECA loan agreement which may be expected 
to receive the attention of the Chancellor of the Exchequer ard 
his Treasury experts when they visit Washington next week for 
the meetings of the International Bank and the International 
Monetary Fund. 


* t x 


Contributions to Europe 


More detailed information about the British contributions 
to the European Recovery Programme was given by Mr Douglas 
Jay, Economic Secretary to the Treasury, in the House of 
Commons on Tuesday. Mr Jay confirmed that for the year end- 
ing June 30th next Britain had agreed to make available about 
£120 million in sterling to the other participating countries. Of 
this, £70 million would be provided by way of outright contfi- 
butions and over £50 million by unrequited exports financed out 
of accumulated sterling balances of the participating countries. 
These last facilities would be given as follows: £17 million, © 
Sweden, £14 million to the Netherlands, £11 million to Italy, 
£5,000,000 to Turkey and £5,000,000 to Greece. 

Of the £120 million surplus with other European countries, 
only about £30 million will represent the United Kingdom trading 
surplus. _The resty-and much larger share, will represent the 
surplus of other sterling area countries with the participating 
countries. Mr Jay could not estimate how much of this sum 
the sterling area countries would in turn spend in the ie 
Kingdom, but no doubt pour encourager les autres he remin 
the House that Australia had made a generous contribution by 
remitting £8,000,000 of the debt represented by Australian stef- 
ling balances. Mr Jay also stressed that:the obligations undet- 
taken to Europe would not be allowed to diminish Britain 
capacity to export to hard currency countries. On this poll, 
British producgivity and export capacity. will have the last say.) 

* x - * a 
Contracts with the Colonies 


In their trading strategy the Government are evidently 
placing increased reliance upon longterm contracts for the’ jpuit- 
chase of colonial products. A written reply by the C 
of the Exchequer has now set out at length the principles. whieh 
in the Government’s view, should underlie such contracts. © 
a statement couched in general terms and not lacking in com 
tional clauses. Each commodity and each contract will requil 
“ individual treatment.” Contracts should “as far as possible’ 
be freely negotiated between the producers andthe purchasifi 
department ; the pene may oe together in statutory marke 
ing organisations or they may be represented in negotiations’! 
Colonial Governments and the Colonial Office. On the Brit 
side, the Government will be ready to enter: into long-term: 00a- 
tracts “for many. colonial products,” for —periods: vat 

according to the circumstances of the individual 
extending “where appropriate” up to ten years. 
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Clearly, the two. basic: considerations in any long-term con- 
tract are quantities and. prices. On these matters the principles 
laid down are either self-evident or compact of reservations. 
Colonial producers will be given “ as precise estimates as possible 
of the future requirements of the United Kingdom for home 
consumption and.for export in manufactured form.” But “ it 
will not generally be possible” for Britain to.take colonial pro- 
duction in excess of these requirements—which invites the 
further question: What happens if the estimates turn out to be 
wrong ? Both sides will have in mind the nursing or develop- 
ment of other markets, in which balance of payments will be 
the controlling factor. All these various conditions, and the 
“probability of changes in market conditions during the cur- 
rency of the contract,” may make it desirable to fix minimum 
and maximum quantities, 

In the matter of prices, the principles are even more tentative. 
To fix a price over a period of years, under present disturbed 
conditions, would be unwise. Where actual prices are to be 
written into contracts, it is mot to be expected that they will 
match the inflated prices for marginal supplies which are obtain- 
able under present conditions of scarcity on the open market. 
Producers are warned to have due regard to the security afforded 
by long-term contracts. Even so, it may be desirable not to 
fix an actual price, but to agree on a formula by which the price 
can be varied from time to time, according to market conditions 
or the terms of other contracts for similar products. 

This guarded statement hardly takes matters much further. 
It suggests so many qualifications (necessary qualifications, be it 
added) that the determination of each contract is likely to be a 
matter of ad hoc bargaining rather than longterm planning. 
And on two matters of major importance the statement is silent. 
The first is the adequacy of guarantees by producing countries 
that they will provide increased supplies, which themselves must 
be subject to the risks of deficient or bumper harvests; the 
second is the provision of capital for the longterm expansion of 
cglon:al produce, which surely called for some reference to the 
principles on which the Colonial Development Corporation is 
proceeding in its work. That these questions are of more than 
formal importance is evident from the prolonged—and still un- 
compleied—negotiations on a rather different plane about the 
development of Queensland as a future source of meat supplies. 
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Anglo-Jugoslav Trade Agreement ? 


_.. There is a strong possibility that trade talks which have 

in. progress, sporadically, for over. two years between, the British 
and Jugoslay Governments may shortly be brought to a.successful 
conclusion and a wade agreement. signed. between. the two 
countries. The main obstacle has been the amount of compensa- 
tion that Jugoslavia was ready to pay for British property taken 
over under the nationalisation law in December, 1946. Unfortun- 
ately Mr Bevin, in his, after-election glow, threw away. Britain’s 
best bargaining weapon by returning unconditionally to Marshal 
Tito’s government between £2,000,000 and £3,000,000 of Jugoslav 
gold which had been held by the Bank of England. 

‘The American Government were not so forthcoming—with the 
result that they recently succeeded in negotiating compensation of 
$17 million for holdings of American companies and individuals 
which were estimated at only 5.2 per cent of the total foreign 
capital invested in Jugoslavia. (The Swedes whose holdings 
represent less than 2 per cent received 30 million kronen, or 
approximately {£2,500,000.) But Jugoslavia offered British 
investors only £2,000,000 for their much bigger holdings (repre- 
senting 18.5 per cent of the total foreign investments), compared 
with estimated values of £12} million, The highest offer made 
publitally by the Jugoslav Government has been £3,000,000. 

It is now possible that, as a result of the Tito-Cominform 
dispute, the Jugoslav Government may raise their offer to 
£5,000,000 or £6,000,000, Marshal Tito desperately needs capita) 
equipment to carry out his five-year plan. Large quantities of 
machinery promised by Russia for delivery in 1949 will not now 
arrive. There is a possibility, too, that industrial equipment from 
Czechoslovakia and Hungary will no longer be supplied to Jugo- 
slavia. Consequently Tito will have to look elsewhere—to the 
United States or the United Kingdom. 

The Jugoslav Government have been anxious to obtain a British 
loan as part of the trade agreement, but this the British Govern- 
ment were not prepared to grant without various political 
conditions which the Jugoslavs would in no circumstances accept. 
Apart from this question, however, the British authorities are 
no doubt anxious to conclude the talks, which have established 4 
record for length of duration. Extra supplies of Jugoslav timber 
to save dollars, and feeding stuffs to assist the expansion of live- 
stock herds in this country would certainly be welcome. 





Georgian Crisis 


In the unsettled period of the 
Seventeen Forties, James Martin 
showed his faith in Brita‘n’s 
future by acquiring the freehold 
not on'y of the premises bearing 
the sign of the Grasshopper in 
Lombard Street, hitherto rented 
since Tudor times, but also of the 
adjoming property of The Three 
Crossed Daggers. This was in 
1741, when the Young Pretender’s 
invasion was so soon to follow. 
The old private bank was absorbed 
in 1918 by the Bank of Liverpool, 


whose title was changed to Martins 





Bank’ Ltd. ten years later. 


MARTINS BANK 
o LIMITED : 
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An old Indian word meaning, * the land of waters’ is the origin of the 
name Guiana—an apt description enough of a country which is intersected 
by numerous rivers. The most spectacular feature of the inland waterways 
of Britise Guiana is undoubtedly the Kaicteur Falls on the river Potaro, 
where the river plunges headlong into a fertile valley down a sheer vertical 
’ drop of 740 feet. In the industrial sphere the interior of British Guiana can 
show little to match such natural marvels, for it has yet to see the day when 
the rivers are harnessed for power and its resources of minerals and timber 
are exploited to the full. In contrast the coastal areas have long been 
intensively cultivated and the crops they produce—which include the 
famous Demerara sugar—make an important contribution to the pros- 
perity of the Colony. 
Full and up-to-date information from our branches in British Guiana on 
industrial developments and the state of local markets is readily obtainable 


on request. : 
(DOMINION, COLONIAL AND OVERSEAS) GR)’ 


HEAD OFFICE: 54 LOMBARD STREET, LONDON, £.C3 (0:4 
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Argentina’s Hard Currency Problem 


Argentina’s hopes of “ off-shore” purchases by the United 
States under the European Recovery Programme to make good its 
dollar shortage have been belied. The measure of its dollar strin- 
gency may be gauged from the shipments of gold to the United 
States in the last month or two. The good wheat harvest in North 
America makes “ off-shore” wheat purchases from Argentina un~ 
necessary; the most it can expect is an occasional purchase of 
raw materials to provide a modicum of dollars. It is doubrful 
whether Argentina can hope to be relieved of much of its maize 
against dollars, but purchases of oilcakes, linseed and linseed 
oil, hides and casein, particularly on account of France, may be 
possible. But these will not satisfy Argentina’s hopes of solving 
its dollar problem by “ off-shore” purchases under ERP. 

Indeed, the republic’s endeavours to acquire dollars or do with- 
out them by purchases elsewhere, have given it the appearance 
of a harassed debtor. The root of its troubles is to be found in 
the excess of imports under the five-year plan which was started 
on the crest of the wheat boom in 1947. When it became appar- 
ent that it could no longer continue its heavy imports of machinery 
from the United States for want of dollars, Argentina turned to 
Belgium. Trade between the two countries has been on a strictly 
bilateral basis and the balance of payments was substantially 
favourable to Argentina before it began to purchase Belgian 
machinery. The balance then turned very rapidly in favour 
of Belgium, with the result that Belgium was constrained, last 
month, to suspend the opening of further documentary credits 
to finance exports to Argentina. 

Nor are Argentina’s difficulties with Switzerland more en- 
couraging. Here, too, the balance of payments between the two 
countries had been favourable to Argentina, and it attempted 
to use the resultant Swiss balances of about 100 million Swiss 
francs to purchase “finance dollars” in the Swiss foreign ex- 
change market. These efforts, it would seem, fell outside the 
scope, as the Swiss authorities understood it, of the Swiss-Argen- 
tinian trade agreement and were strongly opposed by them. The 
sityation hardly improved when Argentina seemed to be forcing 
the pace by cutting off food exports which Switzertand needed, 
and counted on. These various difficulties have now been largely 
resolved, in particular as Argentina is at the Moment remitting 
dividends and interest abroad more regularly—a matter of some 
importance to Swiss holders of public utility interests in Argen- 
tina. 

The rate at which dividends are being remitted has been 
raised from 16.20 pesos to the pound to 19.34 pesos—which is 
tantamount to a 20 per cent tax. Argentine foreign trade relations 
are based on a complex system of multiple currency rates, the 
gradual weakening of which reflects current difficulties. Export 
rates now vary from 13.53 to 20.15 pesos to the pound, the latter 
being a special rate for exports of manufactures. Import rates 
range from 15.04 pesos for essential requirements to the auction 
rate of 19.89 for non-essential goods. These devices illustrate a 
fundamental disequilibrium in the Argentinian economy, and one 
which will not be corrected by multiple currency practices, 


* * x 


Micawber Goes to Cape Town 


Rather unexpectedly, it.appears that the main parliamentary 
battle between the Opposition, led by General Smuts, and the new 
Nationalist Government in South Africa is being fought on econo- 
mic and financial issues. These plainly call for a firm hand, for 
the Union is obviously living far beyond its means and no longer 
finds an eager and adequate body of investors standing by over- 
seas to finance it. Mr Havenga’s retort to Mr Hofmeyr’s attack 
in this week’s budget debate clearly showed, however, that the 
new Government is in no mood to take firm measures. Its policy 
is evidently to delay the necessary retrenchment until every pos- 
sible alternative has been explored. What is needed is a dose of 
disinflation of the kind that Sir Stafford Cripps. hoped to adminis- 
ter in Britain. Failing that, South Africa is almost bound to do 
what Britain, with greater justification, did before—seek specific 
loans abroad. In default of these, the excessive outlays. must in- 
volve a steady drain upon reserves of gold and foreign exchange 
until retrenchment becomes inescapable. 

That is undoubtedly what Mr Hofmeyr meant when he saic! that 
the Union was “ heading for trouble”; though he was less than 
fair in implying that the difficult economic situation which con- 
fronts Dr Malan’s Government was of its own making. Funda- 
mentally, the position is not more unsound now than it has been 
forthe past two years; but the unsoundness has been 
brought sharply to light by the hard practical fact that 
the inflow.of “hot money,” by which the disequilibrium 
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was formerly being financed, was stopped—and even reversed— 
by the political fears aroused by Dr Malan’s vi On. 
longer view, therefore, the stoppage of this inflow, emba if 
though it is for the moment, deserves to be welcomed, as a factor 
tending to enforce policies of restraint. Mr Havenga, howeye 
is evidently prepared to borrow elsewhere if he can, and megn. 
while to go on dipping into reserves, before countenancing such 
policies. This wait-and-see attitude is proving very costly ie 
Hofmeyr, apparently quoting the estimates given recently by 
Dr de Kock (and discussed in these columns on July 31), declared 
that the Union’s external deficit outside the sterling area is now 
running at £5,000,000 a month beyond the amount of gold 
production. es 
No doubt it is good and sound business for South Africa— 
even in these days of world shortage of capital—to borrow abroad 
for the opening up of the new goldfields ; but if the Union needs 
capital for this purpose and cannot find it sufficiently from spon- 
taneous investment by individuals in Britain, it can hardly expect 
American agencies to look sympathetically at the projects when 
they see that much of any capital inflow would be dissipated in 
quite other directions, including imports of non-essential con. 
sumption goods. Moreover, Americans may recall that, during 
the war, their Government rightly gave only a low priority 
rating to resources for gold development—a consideration which, 
in these days of international tension, is by no means irrelevant 
to the Union’s present problem. Dr Malan and his colleagues, 
instead of waiting too long for something to turn up, as thev seem 
likely to do, should recall the other prescription for which Mt 
Muicawber was famous—in the days before the “ new ” economics, 


w * * 


Holidays and Exports 


It was expected that the August trade figures would not 
maintain the high levels reached in July, if only because of the 
shorter working month. Exports were £17 million smaller at 
£135 million while imports at £174 million were the lowest sinct 
February. More significant, the visible trade gap for the month 
comparing exports and re-exports f.o.b. with imports cif 
increased to £39 million against £34 million in July. On the 
basis of a standard month of 26 working days, exports in August 
fell by only 3 per cent compared with July and were at a level a 
little above that for May ; August had only 25 working days. 


Britisa Exports—-VALve 
(Standard Month of 26 Working Days) 
£ mn, £ mn, £ mn. 
Seay 114} March .... 126 June .... 1359} 
Ine. .) . «vs 115 April ..... 126} july..... 140 
Pe Sou. .% 1224 May scat 135 August .. 135} 


The volume of exports in August has been provisionally esti- 
mated at 133 per cent of the 1938 level. This compares with the 
mid-year target of 140 per cent and the actual rates of 149 per 
cent for July and 138 per cent for June. Exports of raw materials 
fell sharply by £1,900,000 to £5,400,000—mainly owing to smaller 
shipments of coal. All the items of the manufactured group de- 
clined except vehicles but the exports in this class were inflated 
by an unusually large increase in the value of ships and boats 
overseas which varies widely from month to month. A more 
heartening feature was the quite modest decline, despite holidays, 
in exports of cotton and wool manufactures, Machinery 
exports, however, fell rather sharply, by £4,000,000 to £20 million, 
and were smaller in value than those of the vehicle group. __ 

Imports of food in August were reduced by more thal 
£4,000,000 to £76 million ; supplies of wheat and dairy pro 
were appreciably smaller than in July although tea imports wert 
much heavier. Imports of raw materials, however, increased by 
£3,000,000 to £58 million ; this increase was mainly due to 
arrivals of raw cotton, wool and oilseeds. These fluctuations # 
supplies of foodstuffs and raw materials are largely seasonal ane 
should not be read, in themselves, as indicating any trend towards 
a reduction in food imports in favour of raw materials. aad 


* * * ; 


More Dividends Passed tee ana “4 


Light engineering companies continue to provide the ma 
exception to the list of generally satisfactory dividend a 
ments from public companies, though they may well foreshadow 4 
more general fall in the profits of industrial concerns during 
coming months. This week Sydney S. Bird and Eustace Watkins, 
two more companies in this category, have decided not to P: 
interim dividends.,. Both companies have suffered a simiat 
reversal in trading conditions. The experience of Sydney S. 
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which manufactures electrical components mainly for the radio 
industry, conferms to the pattern set by other companies in the 
industry such as A.C. Cossor. This latter company itself is defer- 
ring consideration of the payment of the dividend on its 500,000 
6 per cent {1 preference shares until accounts are made up for 
the year ending March 31, 1949. The decision is hardly a surprise, 
for although the preference dividend was paid for 1947-48, the 
accounts for that year actually showed a net loss of some £91,463. 
With the partial relaxation of the purchase tax on radio equipment 
and the spur given to the production of television sets by the 
Government's decision to keep to the present system of television 
tor “ a number of years,” a more hopeful future is being predicted 
for the radio industry than seemed possible before the Govern- 
ment’s policy of disinflation began to wane. Moreover, rearma- 
ment on any appreciable scale would imply a useful expansion of 
the company’s radar business. Even so, the company’s financial 
problems wili not eagily be solved. 

Eustace Watkins has a mixture of interests which makes any 
estimate of future prospects rather difficult. Its adverse results 
may have some connection with the distribution of Wolseley 
cars, for which the company holds the sole London agency. There 
js, however, no mistaking the industrial identity of Bylock Electric 
despite the variety of its products. In the past few days this 
company has announced the unsatisfactory news to shareholders 
that no dividend is to be paid on the 1s. ordinary shares for 
1947-48, whereas 300 per cent was paid in the previous year. 
In June, 1947, 200,000 Is. ordinary shares of the company were 
offered for sale by Whitehead Industrial Trust at 30s. per 
share ; this week the price has fallen to 4s. 6d.—6s. 9d. The 
range of Bylock Electric products covers vacuum cleaners, 
refrigerators, electrical accessories, and floor polishers. It is 
understood that the concentration of production on new lines 
ef floor polishers, portable sprays and hand drying apparatus 
has entailed a disruption of production during the first part 
of this year. Yet even these new preducts hardly come within 
the category of indispensable goods, and shareholders may ask 
whether they would be any more successful in countering sales 
resistance if purchasing power were to fall further. That is one 
of the factors: to which the company attributes the sharp fal] in 
sales of its former products in the six months to July 31st 
this year. 

* * 


Film Finance 


The “ shadow ” board of directors of the new Film Finance 
Company (who are acting as an organising committee until the 
company is formed shortly) have now been appointed. The 
chairman and managing director is Mr J. H. Laurie, who recently 
left the Industria] and Commercial Finance Corporation to under- 
take this new task; Mr Nicholas Davenport, who apart from 
experience in film finance and stockbroking, is a member of the 
National Investment Council; Mr. S. J. Pears, a chartered 
accountant ; Mr C. H. Scott, a solicitor ; and Mr R. J. Stopford, 
formerly Financial Counsellor in Washington. 

The functions of the new company were described in The 
Economist of July 31st. Meanwhile, it has become apparent that 
a large prospective source of employment for the company’s 
resources may be the British Lion Film Corporation. This com- 
pany, a leading distributing organisation, is shortly to seek 

ing powers up to £2,000,000. A circular to shareholders, 
which reveals that the company has been in discussion with 
Government departments, anticipates a considerable increase in 
business when independent film producers take advantage of the 
new financial facilities which are being provided by the Govern- 
ment. The British Lion company therefore plans to raise “ long- 
term loan capital” by borrowing on security from the Film 

e Company. Does “long-term capital,” in this context, 
affect the original intention of the Government that the provision 
of public money to finance film production should cease after 
five years ? 

* x * 


Indian Merchant Shipping Plans 


Two smart white-painted liners, newcomers to the Port of 
on, last week aroused much interest, not only in the Royal 
Albert Dock, but also in. the shipping purlicus of Liverpol and 
all Street. These. were the passenger and cargo liners 

Folazad and Jaljawahar, forerunners of a fleet of similar ships 
will run a regular service between British ports and India 

under the Indian flag. Manned entirely by Indians, apart from a 
British master and a few white officers, these ships carry 7,500 
tons of cargo and provide excellent accommodation for 56 first- 
class and 44 “economic” class passengers. They are operated 


Sil 
by the Scindia Steam Navigation Company, which for nearly 
thirty years has been seeking a growing share of the Indian trades 
and has in the past complained bitterly of what. was described as 
British “ G@ominance” in those trades. Meanwhile, another Indian 
company, the India Steamship Company, has also inaugurated 
a regular cargo liner service between India and UK-Continental 
ports, and a few weeks ago the first cargo of jute from an Indian 
ship was discharged at Dundee. Both these companies have 
been admitted to the respective British liner conferences, so that 
the dangers of a “ rate war” have been averted. 

The entry of two Indian companies into the trade is indicative 
of the new conditions in the Indian Ocean. In the first flush of 
newly-won independence, the Indian Government is naturally 
conscious of its reliance on sea transport and it was quick to 
endorse the recommendations of a shipping policy sub-committee 
which advocated the rapid expansion of a wholly Indian mer- 
cantile marine. The plan is, to say the least, ambitious: its 
object is to secure for Indian ships the whole of the coastal trade, 
three-quarters of the trade with adjacent countries, half of the 
trade with more distant countries and “one-third of the trade 
formerly carried in German and Japanese ships ”—ignoring the 
fact that trade disappeared with the ships. To achieve these 
ambitions, it is proposed to build or purchase ships totalling some 
2,000,000 tons gross. Many American war-surplus vessels have 
already been acquired, and new ships are under construction or 
on order from British shipyards. In addition, the Scindia 
company has built a shipyard at Vizagapatam which has already 
launched its first ocean-going ship, though at rather startling 
cost. Even so, it is extremely unlikely that the fleet can be built 
up to the intended size within five years—if only because the 
Indians have not yet sufficient experience or trained personnel 
to man and operate such a large fleet in international trade. 

These difficulties can, of course, be overcome in time, but 
meanwhile the Indians must and do rely on British assistance and 
co-operation. British technicians are assisting in the Vizagapatam 
shipyard ; Indians are training in this country in the handling of 
marine engines ; and the British shipping companies have shown 
their willingness to co-operate by the admission of Indian lines 
to the conferences on a normal competitive basis. But British 
shipowners will not accept (as they were asked to. do by an Indian 
delegation last year) the principle which appears to underlie 
Indian shipping policy—namely, the apportionment of the carry- 
ing trades into strictly defined shares between flags. They cannot, 
ia any event, be expected to look with equanimity on the extent 
of Government pafticipation which is planned for Indian ship- 
ping, for three shipping corporations are to be set up with state 
contro] of 51 per cent of the capital and a majority on the board. 
Least of afl could they concur in a policy which, pursued by 
every maritime nation to its. illogical conclusion, would penalise 
efficiency and reduce shipping business to an economic mockery, 
to the detriment of importers and exporters. 


* * * 


Mexican Eagle Payment 


Surprisingly little interest has been aroused in the City by 
the announcement this week that the Mexican Eagle Oil Company 
had duly received the first instalment of $8,689,258 in United 
States currency under the terms of the agreement of August, 
1947. _The price of the ordinary shares and of the 8 per cent 


INDEXES 


to Volume CLIV of “ The Economist ” 
and 
to Volume I! of “ Records and Statistics ” 
(January to june, 1948) 
These are now available at the following rates, post free :— 


index to ‘ The Economist 
Index to "’ Records and Statistics *’ 2/6d. 
Both Indexes 


> Please apply to 
THE ECONOMIST, 22, Ryder Street, London, S.W.1, 
specifying requirements clearly and marking envelope ‘Index ” 
A monthly cumulative index to “ Records and Statistics”’ has 
now been started ; it appeared for the first time as part of the 
issue of September half. indexes to the 
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preference stock of the company rose by only a few pence on 
Monday, and both fave been inactive and practically unchanged 
this week around the common level of 14s. 6d. In fact the price 
of the ordinary shares is as low as it was a year ago before the 
unexpected news of agreement was made known. ‘Thus all the 
old fire seems to have been quenched in this once volatile 
ceunter. Speculation about the eventual value of the compensa- 
tion per share fails to evoke enthusiasm among investment statis- 
ticians, and the market itself has taken the receipt of at least the 
first of the promised fifteen annual instalments to be paid in 
New York for granted. These instalments represent annuities 
to cover the compensation payment of $81} million plus interest 
at 3 per cent for the period from March 18, 1938, when the 
company’s properties in Mexico were expropriated to September 
18, 1948, together with interest on the outstanding balances 
during the period of repayment. 

The payment by Mexico is a milestone which perhaps would 
never have been reached but for the energetic pressure by the 
United States to secure its own share of compensation for ex- 
propriated oil properties in Mexico. But although it has been 
arrived at successfully the question of the payment of future 
instalments is still necessarily regarded as a matter of conjecture. 
If, on economic considerations alone, the capacity of Mexico to 
meet its overseas commitments has been open to serious doubt 
in the past, it might appear odd that this could still be so, given 
the present demand and prospects for oil, Yet in recent weeks 
it has been thought in some quarters that the obligation to meet 
the payment*to Mexican Eagle in United States dollars, the 
hardest of hard currencies, might prove difficult enough to prompt 
the Mexican Government to invite the company to resume the 
marketing of oil from its old properties. Obviously no stock- 
holder could afford to be unduly confident that fifteen annual 
instalments will be forthcoming without, some reconsideration 
of the alternatives. Yet in meeting the first instalment this week, 
the Mexican Government have strengthened their hand even if, 
one day, they are minded to seek new negotiations. 


* * * 


Ultramar Capital Requirements 


The disappointing output from the Mercedes and Palacio 
fields of SA Petrolera Las Mercedes in the first two months of 
production have led to a further fall this week in the ordinary 
shares of Ultramar, which holds a half interest in the fields 
through its wholly owned subsidiary Caracas Petroleum SA. A 
circular issued by Ultramar at the end of last week announced 
that total production to date has amounted fo some 1,150,000 
barrels. Production has been raised from 8,314 barrels a day in 
the first week of July to a peak of 11,257 barrels a day in the 
week ending September 4th, while the average per producing well 
has risen from 131 barrels to 143. barrels a day. These figures 
are well below the estimate, on which the drilling programme was 
based, of 25,000 barrels a day for initial production ; moreover, 
the output envisaged even when further wells are brought into 
production on the two fields is still only 15,000 barrels a day. 
The company has cautiously avoided giving an estimate of pro- 
duction from the further fields, including Guavinita, which lies 
to the west of the Mercedes field, since there is no assurance that 
the unexpected technical difficulties which have been encountered 
might not be repeated there, 


As a result of the shortfall of revenue due to the failure of 
production to reach the original estimates, the Venezuelan com- 
pany, SA Petrolera Las Mercedes, has had to look for further 
finance to the Texas Company, which holds the joint interest 
with Ultramar. Current requirements. haye been provided by 
the Texas Company on a temporary basis by advance payments 
for oil, but obviously. the new situation requires the provision of 
additional «permanent capital. The total required to meet the 
balance of capital commitments and development expenditure to 
June 30, 1949, is estimated at approximately $3,500,000, and 
Ultramar has indicated that it has proposals under consideration 
for the provision of its share. Up to the present, the Finance 
Corporation for Industry has advanced £1,750,000 to Ultramar 
on loan at 3} per cent, repayable on March 31, 1952, and in 
addition there is £3,500,000 of 34 per cent unsecured loan stock 
1949-57 in issue This is a formidable weight of prior charges 
ranking before the ordinary capital, of which £1,749,929 in 10s. 
stock units has been issued. There has been a steady decline in 
the price of the saad Sra units from over 85s. in June this 
year, when the first indications appeared that production might 
fall below the-original estimates, to around 60s. a week ago. Fears 
that further loan capital will have to be raised and that the divi- 
dend stage has been postponed for a lengthy period have further 
depressed the shares to §2.6d: this week, 
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Bank Advances and Disinflation 4 
FeO 


The recent check to the strong expansion which has occurred 
in bank advances in the past two years has been generally atu. 
buted to the effects of disinflationary influences which, by 
embarrassment to certain luxury and semi-luxury trades, have 
led the banks to tighten their conditions for new loans, 4 
further probable influence, which is really the obverse of the 
first, arises from the effects of an easing of inflationary pressure 
in opening up some of the boitlenecks which have been causing 
an accumulation of semi-finished goods. It is hard to find, hows 
ever, any specific confirmation of the workings of these ictin 
influences in the latest quarterly analysis of the distribution. 
bank advances in Britain between different categories of borrowers, 
In the three months to August last, total advances rose by 
£29.8 million, an increase which contrasts with one of £44 million 
in the previous quarter, £80 million in the corresponding quarter 
last year, and £257 million in the twelve moaths ended last ‘May; 
Nine of the twenty-five categories of borrowers showed declines 
during the quarter, but the largest fall—that of £21 million in:the 
food, drink and tobacco group—appears to have been 
seasonal and partly due to special factors. It tends to confirm the 
assumption that the actual fall in total advances by the clearing 
banks in July (the classified figures, it should be noted, cover all 
banks in Britain but exclude loans made outside Britain) was 
mainly due to the vagaries of tobacco financing. 

Special influences probably also explain the other large fall 
that of £6,300,000 in loans to Churches, Charities and Hospitals, 
a movement which must reflect the recent repayment, under the 
National Health Scheme, of the private indebtedness of the 
voluntary hospitals. The other declines are all relatively small: 
but a significant movement, in view of the complaints about 
accumulating stocks of clothing, radio and electrical apparatuy 
and other non-essential consumer goods, is the fall of £1,000,000 
in tie retail trade group, for this had been expanding rapidly d 
in the similar period of 1947 rose by £10 million. For the first 
time, its share in total advances has declined, but, at 10.2 per cent, 
is still much larger than in early 1946, when the first postwar 
classified figures were compiled. The two building groups have 
also contracted, whereas they were expanding in the comparable 
period last year ; but this change is no necessary reflection of the 
trend of private building activity, because the classification relates 
merely to the business.of the borrower and not to the purpose 
for which finance is needed. As for public building activity, it 
may be significant that loans to local authorities, which declined 
earlier in the year, have risen by £7,300,000. 

The biggest increase during the quarter occurred in agriculture, 
which Tose by £12.6 million, seemingly a more than seasonal 
expansion which raises the group’s share in total advances t 
9 per cent, compared with 8.2 per cent twelve months ago. After 
the pause in the three months to May last, the expansion of 
engineering advances has been resumed, with an increase -of 
£11} million, carrying the proportion to 8.5 per cent: compared 
with 6.7 per cent fifteen months ago. The: non-ferrous 
group, small in total, shows a large relative rise, from um 
£2,900,000 to £3,900,000. Cotton has risen from £7,500,000% 
£9,500,000 and there have been small increases in wool and 
textiles. The utilities group (which excludes transport) ag in 
made big demands, rising by £6,800,000 to £33.3 million—almest 
three times the total for August last year. Entertainment show 
a smaller seasonal rise than in 1947, ha 


















- * * ; 
Nourse—City Deep Merger ais 


The proposed merger between Nourse Mines and City Deep, 
two of the oldest producers on the Rand belanging to the Ras? 
Mines ‘group, of which details have now been announced, BB 
been motivated both by technical and financial ‘considerations, i 
follows the amalgamation of Springs and West Springs arranged 
last June. Nourse Mines has suffered to such an extent from 
impediments of age, the rise in working costs and shortages ¢ 
labour and material that its working profit per ton of ore mi 
has fallen from 8s. 5d. in 1941 to 1s, 4d. in 1947-48. At best its 
working life could be reckoned at nine years, not a very Pf 
able span at that, in the absence of a rise in the price of gold. A 
compelling technical consideration in the move is that the bulk 
of the ore reserves and the only undeveloped portion of the Nourse 
Mines property have become. technically difficult of access 
and lie adjacent to Number 5 shaft of City Deep. “ 

The amalgamation envisages an unde connecting * 
between section 3D of Nourse Mines and City Deep which ¥® 
enable ore to be brought to the surface through No. 5 shaft o 
that mine. Moreover, the underground arrangement will enable 











RAESB”“SSoORBSrvrs Fe oes #4ee2cry 








RPZASRR 


SsbA 24 haere 


2, 


“PRERERE As 














JHE ECONOMIST, September 25, 1948 


Nourse to extend its poset he another. 2,000 feet. which. would 
otherwise not be profitable. ore brought from No. 5 shaft 
will be treated in the City Deep mill, so that it can work to 
capacity, while the Nourse mill will be operated on a reduced 
scale mainly from ore mined in the upper section of the mine. 
The merger will be effected by the issue of 391,832 £1 shares 
jn City Deep to Nourse Mines in exchange for the whole of its 
undertaking. It is proposed to increase the authorised capital of 
City Deep from-£1,695,000 in {1 shares (of which 60,000 shares 
are at present unissucd) to £2,§00,000 (of which it is intended to 
keep 473,168 shares in reserve for future capital requirements). 
In the event of a subsequent winding up, the terms of the pro- 
would enable Nourse Mines to issue the new City Deep 
shares to its shareholders on the basis of one City Deep share for 
every two shares of Nourse Mines held. This conforms very 
dosely to the relative prices of the shares of the two companies 
on the eve of the announcement when City Deep were quoted at 
z and Nourse Mines at rie. Perhaps the best reason to com- 
mend the merger to shareholders is the expectation that it should 
result in higher profits than the two companies could earn if they 
continued to work independently. 


* * x 


Clothing Stocks and Rationing 


The latest figures for the wholesale clothing trade in July seem, 
at first sight, to lend weight to the renewed demands for the aboli- 
tion of the clothing ration; but it is doubtful whether sweeping 
abolition can be accepted as proved. Recent additions tu coupon 
purchasing power and the de-rationing of various items have 
indeed put demand to the test. Clothing sales increased sharply 
after the extra coupons were issued in June, but the increase 
proved shortlived. High prices (they are to be further increased 
from Monday next on a wide range of utility clothing) acted so 
effectively as a deterrent that the additional coupons have by no 


_ means been used up in full. 


In July the wholesale clothing trade usually experiences an 
expansion in activity, in anticipation of the seascnal expansion 
in retail business in the autumn. This year, however, the index 
of wholesale sales fell by 11 per cent compared with June, and 
thus moved against the normal trend. But the fall of 11 per cent 
needs careful interpretation for it resulted mainly from a fall of 


S13 


20.per.cent in hosiery sales from. thehigh. level attained..in.June 
when sales were stimulated by the cou bonus issue... Sales. of 
all garments in July were. slightly below. the level. of. July. last 
year, and there has been a striking increase of 55 per cent in stocks; 
this combined figure covers an increase of as much as 91 per cent 
in stocks of hosiery, and substantial increases, of 24 per cent and 48 
per cent respectively, in the stocks of. women’s, and men’s. and 
boy’s made-up clothing stocks. 

_The level of wholesale purchases of all garments has remained 
virtually unchanged in July compared with June, but compared 
with July last year purchases of all garments have fallen by 10 per 
cent. Again, this change covers wide divergences for individual 
items, 

The trend during the past year is clear, Wholesale disposals 
have been lagging behind wholesale purchases and the net 
result is a substantial increase in stocks. From this movement 
the trade concludes the clothing ration is fast becoming an ana- 
chronism and for further support it points to the reactions to the 
coupon increase in June, But “clothing” is not a homogeneous 
commodity. There are many lines such as shirtings, fine cottons, 
certain types of men’s suitings and high quality woollen fabrics on 
which the success of the export effort in textiles depends. To 
abandon clothes rationing would imperil] this effort at a critical 
stage. But there is much to be said for greater flexibility in the 
rationing scheme—including, if necessary, the up-pointing of 
materials for which there is a good export demand. 


x x x 


Prospects for Prices 


In August, for the second month running, the Board of Trade’s 
index of wholesale prices revealed a slight fall. The decline was 
of no material significance—less than one-half of 1 per cent—but 
it prompts, nevertheless, further speculation on the vital question 
whether the peak in prices has been passed. Part of the decline 
was seasonal, for food prices generally fall in the summer months. 
But the chief reason appears to have been the relatively sharp 
decline in cotton prices which more than offset increased prices for 
coal, iron and steel and non-ferrous metals. Analysed in a different 
way, the slight fall of prices is chiefly reflected in basic industrial 
materials, and to 2 much smaller extent in intermediate products 
and manufactured articles. 








THE ENGLISH ELECTRIC 


COMPANY LIMITED 

The “ English Electric” factories constitute one of the largest 
British industrial organizations supplying the world with plant 
and apparatus for the generation, transmission, distribution and 
utilization of electrical energy. 

exports represent a major national asset and make an 
important contribution to help Britain pay for the imported 
food and raw material she requires. 


Extra Fewer 


BEHIND BRITAIN’S DRIVE 
THE ENGLISH ELECTRIC COMPANY LTD., QUEENS HOUSE, KINGSWAY, LONDON, W.C.2. 
Works : Stafford, Preston, Rugby, Bradford, Liverpool 








INCENTIVE 
IN A TYRE FACTORY 


Co-operative Award System 
Raises Output and Quality 


Berrer WORK, BETTER PAY. This 
is the gist of the Henley Tyre 
Co-operative Award Scheme that 
has recently raised standards of 
quality higher than ever before. 

This is incentive in action. 

All tyre manufacturers use the 
best materials available, reliable 
formulas, proved and trusted 
methods, but these alone do not 
ensure a finished product of a 
high standard. 

TO RAISE QUALITY 

The very latest machines take 
their part in making the tyres, but 
what decides whether a tyre is to 
be first class or not is the work 
that goes into over §0 processes 
that can only be done by hand. 

The new Henley Co-operative 
Scheme does not rush output. It 
pays the workers on quality. 
Impartial experts assess the 
standard of each man’s or 
woman’s work. 

As any commonsense business 


man would expect, quality has 
risen very considerably. So has 
output, though output is a 
secondary consideration. 

The workers like the scheme. 
With no pressure to work fast, 
they can do. good work that is 
rewarded by bigger pay packets. 

Henley’s like“the scheme. It 
raises the already high standard 
of their tyres. 

Motorists will like the scheme. 
Already it is giving them more 
perfectly constructed and harder 
wearing tyres. Extra incentive 
means fine workmanship. Fine 
workmanship makes Henley 
better than the good tyres they 
have always been. 


INCENTIVE IN ACTION 

For a fuller account of this 
successful quality incentive write 
for the descriptive booklet “ In- 
céentive in Action,’ Dept. 


Advt ;L at the address below. 


HENLEYS TYRE AND RUBBER CO... LTD. 
MILTON COURT, WESTCOTT, PORKING, SURREY, 
ener RSNA A ER EE LTTE ECR TTR A CC ECL IRENE AC ET ON tt 
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It can, of course,’be only a matter of conjecture at present 
whether the peak in prices has been passed. Hho etarbemrnee t 
of lower prices in pros for certain agricultural 
stuffs at raw jeetdrtahg aie their effect on British wholesale 
prices is likely to be problematical owing ro the ‘existence of 
contracts at fixed . Under more normal circumstances the 
beginning of a steady fall in prices might be expected, particularly 





British WHOLESALE PRICES 
(4950== 100) 


4 
_—————_—————————_——_—_——— pres Cem 








f { j } i 

| ae. | | Jan. | Feb, | Mar. | | April May | June | July | Aug. 
1947 | 
; 











Food and tobacco ...... | 166-9 , 173-9 | 180-8. 180-5 | a0 | 180: | 184-2 | 183-7 | 182-8 

CRIN. LS laeaa ‘295-8 | 293-8 | 293-8 | 293-8 | 293-8 | 293-4 | 2902 | 3007 

Iron and steel. ......... 219-7 | 232-1) | 49 | 2568 | 234-9 | 200) 3593.38 11 ek 

Non-ferrous metals ..... 226:5 | 231-8 | 234-0 | 238-0 | 235-6 | 233-6 | 236-3 | 

Cadten 65 ew CCAL | 203-2 256-1 | 257-9 | 282-7 | 521-8 | 308-9 | 855-8 | 321-7 sor 

WOE | 210-2 | 258-4 | 270-9} 264-9 | 2645 | | 274-0 | 285-5 | 283-9 | 282-0 

Chemicals and oils... ... 1275-4 | 187-2 | 168-4 | 189-3 | 189-3} 190-4 | 91-3 | 192-3! 191-3 
parr ae eeamneaae 9 Sp naliponenenemy foment 

Tota! industrial materials } | j i 

and manufactures .... ot | ase-s | as7-4 238-5 | [240-9 | 242-7 | 244-15 | 244-0! 243-3 


—— gia aiiaiaaail ——— 
Industrial Materials :-— i i i 
Basic miaterials....... 237-4 | 289-7 | 293-8 | 293-4 | 295-8 | 301-7 | 304-0 | 303-7 | 301-2 
Tatermediate pute | 226-9 | 239-7 | 244-2 | 246-2 | 246-9 | 248-9 250 °9 | 250-5 | 249-6 
Manufactured goods .. | 187-5 j 206-4 { 207-8 | 209-4 | 215-1 | 215-2 | 215-9 213-6 | 2131 


; see eee ee 
‘eoae geate 221-6 | 224-1 


js an a in 





Torar—ALt Aratoies | et od 219-3 











in primary farm products ; at present the whole structure of British 
wholesale prices is artificial. The domestic policy of the United 
States also has a profound influence on world prices. The new 
defence programme end increased stockpiling activity may well 
limit any fall in prices of certain commodities which may. be in 
prospect It is still aggregate demand rather than aggregate 
supply, which threatens to be excessive 


Shorter Notes 


It is reported that ingot steel production in Bizonia during 
August touched a record postwar rate equivalent to 6,000,000 
metric tons a year, which it was not expected to reach until next 
January. The Ruhr mills’ production was 28 per cent over the 
originat August” target figure: Increased scrap deliveries, good 
coal deliveries, and improved labour productivity are thought to 
be the chief causes of this encouraging increase. It is to be hoped 
that the supplies of fuel and electric power will remain adequate 
to maintain them. 

* 


By a Board of Trade Order issued under the Companies Act, 
1948, shipping companies, other than those concerned wholly or 
mainly with voyages between ports within the United Kingdom, 
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Eire, the Channel Islands and the: Isle of Man, will in future 
exempt from the statutory obligation to disclose certain in a 
tion relating to their reserves chek making up their accounts. | 


company considering ‘itself exempt must include a note in t 
balance sheet to that effect . 
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Poy eg es seam underlie the decision. to. 
e dividend. on ordinary. “A” ordinary shares of. 
Palestine Electric. Corporation, for the net profit . 
an only moderate setback from £P158,067 10 TP a2 ake 
would appear that the disturbances have so far not Tesulted 
any significant damage to plant, but in a sharp rise in o ir 
expenditure, which in 1947 increased by 34: per cent. Phe 
in costs was caused particularly by the need for special 
measures, The cost of continued expansion has necessitated 
capital expenditure, to which the chairman made reference. last 
year. The cost was at first met from reserves, but more recently 
also from bank loans, which stresses the need for the preservation 
of resources. “ As soon as circumstances permit,” it is a 
to proceed with an issue of capital. 7 
* 


A meeting took place on TueSday between representatives of 
the Engineering and Allied Employers’ ,National Federation 
the trade unions concerned to consider the recent racomme 
tion of the Court of Inquiry to increase engineering wages 
5s. a week. Though no commitments were entered into, it 
appear that the employers’ federation are, in, principle, ready to 
accept the court recommendations. Further consultations were 
due to take place at York later this week. i 
i 


Mr Harold Wilson in the course of winding up the debate on 
the Address in the House of Commons last Friday foreshadowed 
that the export target for 1949 would probably be set, for’ the 
concluding months of that year, at 160 per cent of the volume of 
exports in 1938. 


¥S 


* 


The Lord Chancellor has formed, in. accordance with 
Section 31 of the Electricity Act, 1947, the arbitration ti 
to deal with disputes in England concerning the valuation pl 
on electricity stock which falls within the scope of the Act. 
parallel tribunal has been formed to arbitrate in Scotland. The 


Economist on September 4th drew attention to the absence of . 


such a tribunal in connection with the disputed value of Central 
Electricity Board 3} per cent a 


Steel “production for od was at the annual rate of 
14,117,000 tons, two million tons higher than in August last 
year. The most interesting feature of the output returns was 
the rebound after the holiday: to a production rate of over 15 
million tons per year. 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports appear in the Supplement: Gestetner; R. & J. Hill. 










Prices, | I Price, } Pri y na. | 

Year 1948 Name of Securit ef Se 2 . 

é Sent 9! y Sept.15, pt. aaa Ones 22, 
Jan. § to Sept.B8) f i948"; 1948. 

High Low : ' to 

‘und # i "eZ S @ } 5. dd. 

101% 100% | I War Bonds a August 1, 1949-51, 101 | 101 i } i 4 lo 
101k Exchequer Bonds 12° > Feb. 15, 1950) 100 | 100g |) 0-5 4)1 2 2 
102 1004 War Bonds 24°, b Marc 1, 1961-53. | 102% 102 10 610) 1 9)7e 
103" | 100 |War Bonds ? March 1, 1952-54.) 1024 | 102% | 024 5 112 0¢ 
1044 | 1018 War Loan 34% Totes Des. 1, 1952) 2033 | 2038 Yoko 3 ee 1 
102 99% }War Bonds 2)% Aug. 15, 1954-56.) 1024 | L02% l 019 12) 2.2..Te 
103 | 100f |\Punding 23% June 15, 1952-57. i te ef I 3101/2 9 @ 
105 100} |\National Def. 3% July 15, 1954-58 104 4 14 272n 21 
1054 | 101; War Loan 3% Oet. 15, 1955-59... . | O¢ acd l04ixd| 1 420) 22° 11 
103} | 100° |/Savings Bonds 3% Aug. 15, 1986.65) a. aga H.) 2-618 q 31 
101 96 Ranches 24% April 15, 1956-61. ...| 17 412 91 
103. ing 3% A i 15, 1959-69..... oiadaoa fs 13 }2 16 10/ 
114 11h HPanding ae), : DD a: eieeal || Lidye | 214) 0.19 4)2 14 :2e 
102 f¢ | Way Savings Bona 3 Sept: 1, 1960-70 101% | 102 Ill 6/217 9! 
a 924 Savings Bonds 24% May 1,.1964-67) 96 97 1H W}235 61 
ust 112} Victory Bonds 4 part 1920-76), 114 | 1148 4.14 0} 2 16 fo" 
wl 96} Savings Bonds 3°, Aug. 15, 1965-75 1014 101 112 242 19:.2! 
ill 404 jfromsols 4% (alter “Beb. 1, 1952)....11 109% | oat 101/234 11 
106 [Conversion 34% hs 1, 16) nF ed losxd flo 813 '0 3s 
83 Treas. Stk. 2}% (stter Ape 1,1 115 463 4 3f 
99 91 Treas, Stks 3 tr Age 1): j.2 24.20 3 303f 
100 Redemp. Stk. Oe 1986-96. . 133 9/3 1 of 
83 7 mela MONG Gs beds. 560 6803 115 3/3 40 
101 ” Batnh Ekeuicity ty 3% Gtd. 1968-7 112 2}219 0: 
99 - oe 3% Gtd. 1978-88) So4 ) 1131 $1, 3i 
101 British 3% Gta. 1968273!1100: re 219 2! 


Redemption yields on stocks optionally or finally aneae a the next five a 
are worked out on the assumption that they will be repaid at the earliest date. 

yields on other dated stocks assume that Cao oe over 3 per cent will be fedecaaed 
at the earliest date (these are marked ‘e’}, and those paying 3 per cent or less will be repaid 
at the latest date (marked J). () Net yiekts are calculated after allowing for tax at 
$s. inthe 4... it hat pila _* Assumed average lite 15 years 6 months 
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1% 9 Other Securities | } f &. 
( ( Australia 34° 1965-69,.... i! 19. 
{ Biewnin LaLa 2h % 2966-7 RL, a 
of | 50 ¢) A ‘ 6 / 36> 
5a) 25 } |\Angloe Oil {1 ....., | oe 
15 c| 15 ¢ ||Assoe.Port:Cem.Ord.Stk.21| 3 Taj- 4 3° 
40 ef" 40 ¢ | Austin Motor ‘A" Ord: Sul’ - | Be 15h. 
Za| 7 6 /\Barclays Bank Ord.*B’ £1, — {| /- sh 
#20 6] +5 ¢ | Bass Ratclit Omega iy ¥ 
12 b| “8 @ | British Oxyeae Oi... . 
2ha} 5 jourtauds Ord Bichatieal 40/3 39/- || 316 
20 @ . b Gourd sa hea 27/6xd) 27/9x8' 3.193 
Be ¢ an an 1k Oe We. 9 } 31/3 || 5 2 
se] Be m/- | 73/76 418 
al EBA EES 
@ timperial lobaecos1....... 
We} We es ast +h do 
| d0.¢ 8 c 46/9 4/9 94 21 
Ihc c 53/9 |, 62/6 43 ¥ i 
25 ¢| 3lkm 54/- | S4/- 44 
+144 CTT Ay © 2.1 
c c 4 3 9 
«| 15 v3 70 
b a 4 2 6 
lib j- |3u 
65 6! 1 y 488 


(a) Intecun, () Kinal.. fe) Whole year, (@) Ist. paid halt-yearly. (4 To earliest 
redemption date. (H) ‘To latest redemption date. (mm) 16 months. Yield Basis 25%. 
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: Consent ot His Majesty's Treaswry has been obtained to this issue in compliance with the Order made under Section 1 of the Borrowing (Control and Guarantees) Act, 1946. 


Issue of £15,000,000 Government of the Commonwealth of Australia : 
3 per cent. Registered Stock, 1965-1967 | a 


at the rate of £100 per cent. 


re 
Vicigerp 


Interest payable 1st January and ist July. 
Six months’ Interest will be paid on ist July, 1949. 


The Government of the Commonwealth of Australia will comply with the 
requirements of the Colonial Stock Act, 1900, in order that Trustees may 
invest in the Steck, subject to the provisions set forth im the Trustee Act, 1925, 


OFFER OF CONVERSION TO HOLDERS OF 


£16,082,849 COMMONWEALTH OF AUSTRALIA 33% 


REGISTERED STOCK, 1946-1949. 
(for whieh notice of repayment on Ist January, 1949, has been given.) 








SS 


COMMONWEALTH BANK OF AUSTRALIA is authorised by the Govern- 
ment of the Commonwealth of Australia;to offer to holders of the above- 
mentioned Stocks, conversion of their holdings, in whole or in part, into an 
equal amount of Government of the Commonwealth of Australia 3 per cent. 
Registered Stock, 1965-1967, on the terms set. forth in this Prospectus. 

The aggr amount of the above-mentioned Stocks outstanding is 
£21,252,995. This offer of conversion is limited to a total amount of £15,000,000 
and the List will be closed when applications tetalling that amount of Stock have 
been accepted. in any case the List will be closed not later than 7th October, 1948. 

Principal of the new Loan will be repaid in London at par on 1st July, 1967, 
the Government of the Commonwealth of Australia having the option to redcem 
the Stoek at par, in whole or in part, on or after lst July, 1965, on giving three 
months’ notice by public advertisement. 

The Loan, which has been approved by the Australian Loan Council, is 
authorised by Acts No. 25 of 1919, No. 5 of 1928, No. 4 of 1929 and No. 46 of 
1944, of the Parliament of the Commonwealth of Australia, and is issued in 
accordance with a law passed by that Parliament by which the Commonwealth 
of Australia, as from Ist July, 1929, took over the debts of the various States. 
The direct. liability of the Commonwealth to Stockholders and Bondholders in 
respect of the Loans so taken over was confirmed in the Financial Agreements 
(Commonwealth Liability) Act, which became law in March, 1932. 

Holders of Commonwealth of Australia 33 per cent, Registered Stock, 
1946-1949, whose applications for conversion are aecepted will receive on 
Ist January, 1949, an interest payment of £1 1s, 11d. per cent. (less tax) 
representing three and a half months’ interest at the rate of 3] per cent. per 
annuum from 15th September, 1943, 

Holders of Victoria 3 per cent. Consolidated Inscribed Stock, 1929-1949, 
whose applications for conversion are accepted will receive on 1st January, 
1049, the usual six months’ interest then due. 

Six months’ interest on the new Stock will be paid on Ist July, 1949. 

Applications for conversion must be lodged on the eee forms : 
in the case of Commonwealth of Australia 34 per cefit. yisteredl Stock, 
1946-1949, at COMMONWEALTH BANK OF AUSTRALIA, 8, Old Jewry, London, 
E.C2>: and in the case of Victoria 3 per cent. Consolidated Imecribed Stock, 
1920-1049, at WESTMINSTER BANK Listrep, Stock Transfer Office, 41, Loth- 
bury, Lendon, E.C.2. Forms for conversion have been posted to the Stock- 
holders, or, in respect of joint accounts, to the Stockholder first named in such 
accounts. 

Applications for conversion of Victoria 3 per cent. Consolidated Inscribed 
Stock, 1929-1949, Stock Certificates to Bearer must be accompanied by the 
relative Stock Certificates, and uamatured Coupons, and must be lodged at 
WESTMINSTER BANK LIMITED, Stock Transfer Office, 41, Lothbury, London, 
E.C.2. Interest payable on ist January, 1949, will be paid by Warrant. 

Any Commonwealth of Australia 3f per cent. Registered Stock, 1946-1949, 
not converted will be paid off at par on ist January, 1949, together with an 
imterest payment. of £1 is. 11d. per cent, (less tax) representing three and a half 
months’ interest from 15th September, 1948, 

Any Victoria’ 3 per cent. Consolidated Inscribed Stock, 1929-1949, not 

converted will ‘be paid off at par on Ist January, 1949, together with the six 
months’ interest then due. 
+ The books of both the above Stocks will be finally closed for transfers on 
the evening of 30th November, 1948, Instructions as to the disposal of 
redemption moneys must. be at the appropriate Banks on the prescribed 
forms, whieh will be forwarded in due course. 

The Stock now offered will be and transferable in any amount 
by deed, at COMMONWEALTS Bank OF AUSTRALIA, 8, Old Jewry, London, E.C.2. 
Stamp duty on all transfers will be paid by the Government of the Common- 
wealth of Aust Interest Warrants will be transmitted by post at. the 
Stockholders’ risk, and in the case of joint accounts the warrants will be 
forwarded to the person first named im the account, unless instructions to the 


contrary be given. , - aia 
are 


of £5,170,146 VICTORIA 3°, GONSOLIDATED INSCRIBED 
id, STOCK, 1929-1949. 

w (maturing 1st January, 1949.) 

id £21,252,995 

a be 

Te 

ig 


et eS 


Ene Poe 


Abas 


Leg. SBR ag oes 





nena tore 


© ealth of Australia Stocks issued and payable 
the intone Temeeee: the property of persons not domiciled in Australia, 
not, and will ‘not be, subject to any taxes, duties or levies in Australia, 

All Commonwealth Loans, all —— by the area ae pee now 
taken over by the Commonwealth, and all Loana guarante s ‘ommon- 
Wealth, are Sinking Fund in aceordance with the provisions of the National 
Debt Sinking Fund Act, 1923-1934, and the Financial Agreement Acta, 

In the case of all such Loans, the following contributions to the Sinking 
Fond must be made out of Commonwealth and State Revenues :— 

(a) On the present Conversion Loan and all Loans existing on 30th Sune, 
1927, including sueh. Loans when canverted into other Loans, a 
minimum of 7s. 6d, Australian currency per.£100 per annum ; 

(b) On any new. loan, 10s, Australian —— a ee per rs) 

Tn the case of Loans raised in the United Kingdom the eo utionus sta 
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The Sinking Fund moneys allocated by the National Debt Commission 
- - in London during the year ending 30th June, 1949, amount to £3,334,000 
eteriing. Mee 
COMMONWEALTH BANK OF AUSTRALIA is further authorised eae 
to offer for subscription in cash Government. of..the Commonwealth rans 
of Australia 3 per cent. Registered Stock, 1965-1967, to sach amount as may u 
be required to make up the above total of £15,000,000 in the event of conversion Va 
acceptances not reaching that total, 3 
PRICE OF ISSUE £100 per cent, 
Payabie £10 © © per cent. on A 





£15 0 0 , * set Geteber, 1948 
#75 0 0 , . tst January, 1948 
£100 0 0 per cent. : 
a interest payment of 3s. 4d. per £100 Stock will be made on tst January, 
Cash applications on the prescribed forms will be received at Common- es 


WEALTH BANK OF AUSTRALIA, 8, Old Jewry, London 
or even amounts of £100 of Stock and be accompanied 
per cent. on the amount applied for. 

In the event of partial allotment, the surplus from the amount paid as 
deposit will be returned to the applicant. In case of default in the payment ae 
of any instalment at its due date the amount. previously paid will be liable to a 
forfeiture, and the relative allotment to cancellation. 

Payment in full may be made on or after allotment, but no discount will 
be allowed. %: 

Scrip Certificates to Bearer in respeet of Cash Allotments will be issued in oF 
denominations of £1,000, £590 and £100, in exchange for Allotment Letters, ¥ 
These Certificates must be surrendered at the time the final instalment, is paid, ah 
or exchange into Registered Stock Certificates, at COMMONWEALTH BANK 
OF AUSTRALIA, 8, Old Jewry, London, E.C.2. Interest Coupons for 3s. 4d. 
per £100 Stock, payable Ist January, 1949, will be attached to the Scrip 


E.C.2, and thust be i, 
y a deposit of £10 









Certificates, 

The revenues of the Commonwealth of Anstralia alone are liable in respect. € 
of this Steck and the Interest thereon, and the Consolidated Fund of the rs 
United Kingdom and the Commissioners of His Majesty's Treasury are not bie 


directly or indirectly liable or responsible for the payment of the Stock or 
of the Interest thereon, or for any matter relating thereto.—40 and 41 Vict., 
cap, 59, see. 19. 
A commission of 5s. per (100 Stock wilt be paid to Bankers and Stock- 

brokers on allotments made in respect of conversion acceptances and cash 
applications bearing their stamp. i 

Prospectuses, with Statistical Statement relating to the Commonwealth 
of Austratia, may be obtained from Commonwealth Bank of Australia, 8, Old 
Jewry, London, E.C.2; from Westminster Bank Limited, Stock Transfer 
Office, 41, Lothbury, London, E.C.2; from Messrs. R. Nivison. & Co. 2 
6, Threadneedle Street, London, E.C.2: at the Offices of the Government of 
the Commonwealth of Australia, Australia House, Strand, London, W.C.2; 
and from the Agent-General for Victoria, Victoria House, Melbourne Place, 
Strand, London, W.C.2, 
COMMONWEALTH BANK OF AUSTRALIA, 

8, OLD JzgwRy, LONDON, E.C.2, 
24th September, 1948. 
The List for Gash Applications will open on Tuesday, 28th September, 1948, 
and will be closed at 3 p.m. on that day. 

The List for Conversion Applications will be closed not later than 3 p.m. on 
Thursday, 7th October, 1948. 
THIS FORM MAY BE USED. 








Application Sheet No. ... Allotment’ No...caec--nernegysererees 


APPLICATION FOR 


Government of the Commonwealth of Austratia 
3 per cent. Registered Stock, 1965-1967. 








fo: COMMONWEALTH BANK OF AUSTRALIA, 2 
6, Oxw Jewry, Loxvox, B.C.2. 
UWe hereby apply far &......... <0. cecoreree GBD, reocennnsrste ss0chenngnqneneconesatsipsonsss+neeens pounds bis 
Government of the Commonwealth of Atstralia 3 per cent. Kegistered Stock, 1965-1967, aceording ki 


te the Prospectus of 24th September, 1048, aad undertake to pay £100 for every £100 of Stork, and 
to accept the same or any less amount Uhat may be allotted to me/us, and Lo pay ‘or the same in Ps 
conformity with the terms of the said Prospectus. s 

I/We eticlose the required deposit of @ .....4s...0--.essecey DO £10 per cent, on the amonnt 
applied for. 

* I/We declare that T am not ‘no one of us fs resident onteide the Scheduled ‘Territories within 
the meaning of the Exchange Controi Act, 1947, and that | we «hall not be acquiring the Steck on ‘ 
behalf of or as the nominee(s)4 of any is) pesidemt outside those Territories, = 

* If this declaration cannot be made it should be deleted and a Form D ‘obtainable from a Banker on 





or Stockbroker) completed as to Declaration 2A and the appended Certificate should accompany this 
GR are DiGIG 5. 0005.0 Adseab ec bevtsicd Hebei tbliigoud-s hao siebédaie plecoss Mibhausteb tesscieg levee if 

Please i : 
emit Fem Neve eas ges ones san ennmmeennannnnn benenae rane barns canny sepa eynunnrnetensnanemboannmneh rantnaeaieee s 
distinetly. (28 BLOCK Lerrens.) (State whether Mr.. Mrs. or Misa or Titic,) c 


BGBTIE 0000005000007 c00essrse900 doupemsacqansbar si dtinssecmmianopssndzeasanesiyre son cantpe <epens saener osccnihenge 


+ The Scheduled Territoriex:—The British Empire (except Canada and Newfoundisnd), British 
Manda! <d Territories of Cameroons, Nautu, New Guinea, Sonth West Afries, 'T  Togoland 
and Western Samoa, British Protectorates and Protected States, Burua, Leg, leeiaed aed the { 
Parce |damis. f ¢ 
Phe definition of “nominee” is given in the Bank of England's Notice B.C. (Geeurtties) 1 
— must be for amounts of than £106 and in u of £100, R 
eet Sa elie Serer 





COMMONWEALTH BANK OF AUSTRALIA, s 
ac Loan. c 
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COMPANY MEETINGS 


SECOND ALLIANCE TRUST COMPANY, 
LIMITED 


REVENUE AGAIN INCREASED 
AMPLE MARGIN OVER 24 PER CENT.. DIVIDEND 


MR W. D. MACDOUGALL’S STATEMENT 


The sixty-fifth annual general mecting 
of The Second Alliance Trust Company, 
Limited, will be held in the Company’s 
registered office, Meadow House, 64, Reform 


‘Street, Dundee, on the 8th proximo. 


The following is the statement by Me 
W.°D. MacDougall, the chairman, which 
was circulated with the report and accounts 
for the year ending July 31, 1948. 

I have pleasure in welcoming back to the 
board our colleague, Sir George Cunningham, 
who has been released from his duties in 
Pakistan. 

The form of our accounts this year shows 
some small differences which are required 
to enable us to comply with the provisions 
of the new Companies’ Act which came into 
force on July 1. 


INCREASED GROSS REVENUE 


There is a further imcrease in gross 
revenue which amounts to £289,000, as 
compared with £276,000 a year ago. After 
providing for expenses, taxes, interest on 
borrowed money and the dividend on the 
preference stock, there is available for the 
ordinary stock £91,159, representing earnings 
of over 41 per cent. We propose to repeat 
last year’s distribution of 24 per cent. which 
will absorb £52,800, leaving a surplus for 
the year of £38,359. The reserve fund of 
£400,000 you will observe we are mow  re- 
quired to divide into two separate accounts— 
a capital reserve consisting of share pre- 
miums amounting to £315,292, and a revenue 
reserve of £84,708; to the latter we have 
transferred from revenue £15,292, thus 
bringing this reserve up to £100,000 and the 
balance of the year’s surplus has been added 
to the amount to be carried forward at the 
credit of revenue account, 


VOLUNTARY DIVIDEND LIMITATION 


The results for the year are satisfactory 
and would justify am increase in the ordin- 
ary dividend. The board, however, have 
decided that the principle of voluntary 
limitation of dividends accepted by the 
majority of industrial companies should on 
this occasion be observed here also. Although 

ood reasons can be advanced to show that 
mvestment Trusts should be exempt from 
this restriction, it is thought that if a gesture 
is to be made the wider its application the 
better. I hope it is recognised, however, that 
this gesture has been made purely for reasons 
connected with the present situation and that 
the continuance for any length of time of 
this restriction coupled with a heavy distri- 
buted profits tax will have serious reper- 
cussions in those industries which look to 
the investing public to finance their capital 
requirements, 

Reasonable prospect of reward for risks 
undertaken remains one of the main 
of our prosperity as a nation and its hisltion, 
or the continued deferment of hope of its 


restoration, would seriously discourage that 


spirit of -keen enterprise and vigorous effort 


which placed our industries, many of which, 
admittedly, are unsuited for nationalisation, 
in the position they hold. 


REVENUE OUTLOOK 

In the circumstances, the outlook for 
revenue in the coming yeat must be less 
promising as, apart from our overseas 
investments, there is little prospect of in- 
creased returns to balance any defaults and 
reductions which may occur. It is a question 
of degree, however, and I see no reason to 
expect that we will not be able to show our 
dividend earned next year with an ample 
margin. 


CHANGES LN DOLLAR INVESTMENTS 


Advantage has been taken of the per- 
mission to make changes in our dollar invest- 
ments to which I referred a year ago. As 
you will observe from the directors’ report, 
we have just over 5 per cent. of our funds 
invested in American securities, mostly in 
equities. The outlook in the United States 
is not without its disturbing factors, as wit- 
ness the failure to check the course of infla- 
tion, and one must expect to experience from 
time to time those severe fluctuations in 
values which in the past have been a feature 
of the American economy. Nevertheless, the 
fact remains that the United States is today 
the most prosperous part of the globe and 
conditions ruling there permit the investor to 
share in that prosperity. 


CONDITIONS AT HOME 


In this country where the greater part 
of our funds are of necessity invested, all 
problems fade into insignificance before the 
crucial question as to whether our efforts to 
reduce the adverse balance of trade will be 
successful. Some progress has been made, 
but how far it is from what is required can 
be seen from the figure of £250 million 
given for the excess of imports for the first 
six months of this year. It is clear we shall 
have to do better than that even to pay our 


« way during the period of Marshall Aid. 


When that ceases and we have to rely on our 
own resources, we shall be faced with a task 
the magnitude of which does not seem to be 
sufficiently grasped. 


To increase production to the required 
point is in itself a formidable problem and 
even if achieved, to be effective it must 
coincide with a willingness on the part of 
our overseas Customers to accept the addi- 
tional supplies and the ability to pay for 
them. I find it difficult to believe that when 
temporary shortages have been filled, Britain’s 
place in the world economy will be such 
that she can expect to continue to export on 
a scale sufficiently in excess of the prewar 
level to bridge the gap caused by the loss 
of our foreign investments and to enable us 
to pay for the imports required to maintain 
the standard of living to which we are 
accustomed. 


At the close of the annual meeting there 


will be submitted for your cer- 
tain alterations to the company’s Articles of 
Association. These are of a nature, 


and, as is lained in the accompanying 
circular aeetees involve no change in the 
existing practice, and I therefore recommend 


_ most encouraging, and the initial frequency 
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MR J. R. D. TATA ON INDIAN 
TRANSPORT CONDITIONS 


The annual general meeting of Ait-Ind 
Limited, was held, on the Sixt dhtent 
Bombay. ; 

Mr_J. R. D. Tata, the chairman, in 
course of his speech, summarised tne 
increase in operations. The mileage floy 
increased by 78 per cent.; ton-miles by }} 
per cent.; capacity ton-mues and pa 
miles by 106 per cent.; freight and mail hy 
266 per cent.; and gross revenues by 11] 
cent. While the routes operated temaine 
substantially the saue, a Madras-Tri t 
service had been added and the frequency’ 
the Bombay-Karachi route had been erm 

additions 











from seven to fourceen weekly. An 
direct service on the Rombay-Madras route 
was operated five times a week. The 
relatively greater increases in the capacity tom 
miles and passenger-miles and in the general 
revenues were due to the fact that a sub 
stantial proportion of. the services were 
operat oun Viking aircraft whose pa 
and seating capacity were larger than 
of the D.C.3. ; or 
Expenditure had risen 140 per cent. over 
the previous year. due mainly to the highet 
wage and salary bill, to a much heavier pro. 
vision for depreciation, and to the acquisitiog 
of a fleet of Viking aircraft. 5 
The Government of India had not yet 
decided on the shave and structure of the 
Indian air transport industry. 4 
In other countries of the world the numbey 
of hours flown per aircraft used exceede 
3,000 hours per year. The average utilisatiog 
of aircraft in India was under 500 tours per 
year because the industry employed in the 
aggregate many times the number of nt 
required for the work to be done. As 2 rest 
most of the ar lines had lost heavily. Becauk 
Air-India had been long established and ha 
developed a remunerative network it 
escaped such disastrous circumstances. E 
Air-India had heer unable to reach t 
highest rate of efficiency, and their utilisatie 
figures, although higher than those of 
had remained low. As a result, their 
were higher than they should have been. © 
The air transport industry of India was! 
present mainly cauipped with aircraft pur. 
chased cheaply out of war surpluses. Gr 
replacements with new ecuinment would 
necessary within the next two or three yeats, 
While aircraft bought cheaply could be depres 
ciated without undue financial strain over. 
short period of years, the depreciation ¢ 
future fleets purchased at far greater 
would have to be spread over a much 
period. The grant of short term licences 
the Government of India for, say, five year 
would be unsound, because the raising 
fresh capital to finance the acquisition of ne 
fleets would be impossible. Licences shout 
be issued for a period of ter. years, and in 
case not less than seven years. mH 
The most important event of the past yea 
had been the acceptance by the Governme 
of India of a scteme sponsored by the 
pany for the operation of an overseas servic 
to the United Kingdom.. The compat 
scheme involved the formation of a new © 
poration with substantial participation 
Government both «1 the capital and in 
Directorate. The greatest credit was due & 
the Government of India for reaching such: 
important decision of policy at a time ¢ 
unprecedented crisis in the country. =. | 
The new covporation, Air-India In 
national, inauguraced their Bormbay-Lonc 
service on June 8, 1948, and had rendered 
good account of themselves up to ncw. *™ 
response from the travelling public had ‘been 























one service per week was expected to DE 
doubled shortly. The sharetolders of 
India could be proud of the part which th 
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BOOKER. BROTHERS, McCONNELL AND 
COMPANY, LIMITED 
TAXATION BURDEN 
PROBLEM OF RISING COSTS 
MAJOR A. F.. V. McCONNELL ON COLONIAL NEEDS 


The annual general meeting of Booker 
Brothers, McConnell and Company, Limited, 
was held, on the 23rd instant, in London 
Major A. F. V. McConnell, the chairman 
presiding. oo 

The following is extracted from his circu- 
Jated statement :— 

As forecast in the circular sent to share- 
holders on May 19, 1948, we are this year 
submitting a consolidated balance sheet and 
a consolidated profit and loss account. 


> 
’ 


PARENT COMPANY'S ACCOUNT 


During the eighteen months period, after 
chatging all expenses and {285,000 for taxa- 
tion, our company earned a net profit of 
£180,229, which may be compared, after 
similar adjustments, with £96,562 earned in 
the preceding twelve months. Your directors 
recommend the payment of a final ordinary 
dividend of 33 per cent. and a bonus of 
2 per cent., both free of income tax. We 
have also been able to transfer £61,035 to 
general reserve and to increase the credit 
balance brought forward by the remaining 
small balance. ‘These recommendations are 
made not only in accordance with what your 
directors consider the best interests of the 
shareholders and of the business, but also 
with the dividend policy which the Chancellor 
of the Exchequer has asked all companies to 
observe. 

The group as*a whole had to bear no less 
than £610,244 levied in direct taxes upon 
profits—a grievous and often discouraging 
burden. A burden which, if it is not 
lightened, must inevitably restrain any 
enthusiasm which we may feel for under- 
taking new enterprises—new enterprises 
which we think would benefit the peoples in 
tks Colonia! territories where we operate. 


THE FINANCIAL POSITION 


There is an excess of current liabilities and 
Provisions over current assets; in other 
words, the parent company’s financial posi- 
tion is by no means as liquid as is desirable. 
Since June 30, 1946, the value of land ana 
buildings, plant, machinery, craft and equip- 
ment has increased by over £180,000, which 
latgely comprises purchases of land and 
buildings necessary to our business, and also 


Considerable increases to coastal craft in 


British Guiana. Net advances to subsidiary 
companies have increased by more than 
£130,000 and reflect in part inflation which 
has affected business generally and in part 
greater trading activity throughout the group. 
Inflation and greater activity are also reflected 
im the increases in stocks and stores from 
£524,307 to £830,774 and in debtors from 
£377,498 to £666,570. 

This means that we are employing more 
capital. We have come to a stage where 
Teserves built up in the past are insufficient 
to finance the replacement of stocks and fixed 
assets at ever-rising values, the greater trading 
activity which has taken since the war, 
and indeed the natural development of our 
undertakings. Moreover, you will see from 
the notes attached to the balance sheet, that 
sur plans for renovating, improving and 

nding the assets of our company and its 
subsidiaries and for replacing vessels lost in 


the war constitute a formidable financia] com- 
t. 


_ ADDITIONAL TEMPORARY FINANCE 


Accordingly, early this year and subsequent 
t© the close of these accounts ; after obtain- 


ing increased borrowing power at an extra- 
ordinary general meeting held on Feb- 
ruary 12th last, acting with the advice and 
assistance of Lazard Brothers and Company, 
Limited, your board decided to raise addi- 
tional temporary finance. £1,000,000 of 
Three and Three-quarter per Cent. Un- 
secured Ten Year Notes at par were placed 
with a few established investing houses. 
These Notes are repayable at a premium of 
a half per cent. in 1958 6r, at our option, 
during or after 1953 at a slightly higher 
premium, 

It may be that in the mext year or so 
further temporary finance will be required, 
burt even so, your directors do not think that 
it is desirable at this stage to increase the 
capital of the company on that. account. 
Events within the next few years should make 
it possible to define more precisely our com- 
pany’s capital needs—in the meantime who 
can foretell the trends of inflation or its 
contrary, and the course of trading activity? 


THE CONSOLIDATED ACCOUNTS 


In contrast to the parent company, the 
consolidated balance sheet shows an excess 
of current assets over current liabilities and 
provisions fo the extent of £786,452. This 
is satisfactory, and the issue of the Ten Year 
Notes materially improved this reasonably 
liquid position. 

It is prudent, year by year, to plough back 
into any business part of the profits by way 
of appropriations to reserves. In the case of 
our sugar estates they are literally ploughed 
back into the land to the incalculable benefit 
of British Guiana and its people and ulti- 
mately, I hope, of the shareholders who at 
preseat reap a not over-abundant harvest 
from their very large capital commitment in 
this field. A commitment which in terms of 
pounds —— is considerably more than the 
book value of our assets would..imp!ly. I 
must emphasise that this apparent under- 
valuation of our fixed assets is due less to 
their appreciation than to the depreciation in 
the value of money, thus underlining the 
financial problems inherent in their main- 
tenance and replacement and in our pro- 
gramme of improvement and expansion. 

Let me sound a note of warning. The con- 
solidated profit and loss account, reflecting as 
it does a wide range of activities and under- 
takings from primary production to retail 
stores, will certainly be subjected year by year 
to far greater fluctuation than has been the 
case with the parent company. 


SURVEY : BRITISH GUIANA 


In British Guiana—where nearly half our 
profit is earned—the production of sugar is 
the foundation of our business. For sugar, 
1947 was rather a disappointing year, the total 
output of the estates in. which we are 
interested being 117,568 tons, against 120,347 
in 1946. Unfavourable weather must be held 
mainly accountable for a decrease where we 
had hoped for an increase, 

The British Ministry of Food continue to 
buy all our sugar available for export—for 
consumption both here and in Canada—and 
ahhough their present agreement to purchase 
expires next year we have reason to believe 
that it may be extended, 

The price they have paid us has continued 
to rise but scarcely in proportion to increased 
costs of production, and while the Director of 
Sugar always shows understanding of the 
problems of sugar producers, we cannot 
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reasonably expect an -ever-increasing «price 
for our product 

There is a tendency nowadays to regard 


rising production costs as an inescapable 
natural phenomenon, and to assume that 


prices paid for products will by some means 


or other be adjusted to cover these produc- 
tion costs, whatever they may be. This is a 
Most unrealistic and dangerous attitude ; in 
the past production costs had to conform t 
prices and the day will surely come, and it 
may come soon, when they must do so again. 


THE BOARD'S PLANS 


We for our part are doing all in our power 
to reduce costs. You w of many of our 


_plaas to increase output, to enhance efficiency, 


to obtain new plant and equipment in field 
and factory, to improve production technique, 
to seek more technical advice and to 
strengthen organisation. It must be admitted, 
however, that in the case of colonial industries 
the real need to improve the living standards 
of the people introduces an element of inflexi- 
bility in costs of production of which wages 
represent over half and the provision of better 
amenities for workers a further material pro- 
portion. 

/.t the same time all who are sincerely 
concerned with the welfare of the people of 
British Guiana must reflect upon the fact 
that wages cannot increase ad infinitum ; that 
a cost of production higher than the value 
of sugar will bring disaster not only to the 
company but to all who work on the sugar 
estates and indeed to almost anyone who 
earns a livelihood in the Colony. 


RUM AND MOLASSES 


Sales of the main by-products of sugar— 
rum and molasses—were satisfactory during 
these eighteen months, but here again high 
prices will not go on indefinitely. In the case 
of rum the price we receive, in relation to 
the exorbitant Customs duty in this country, 
represents a negligible part of the price of 
a bottle of rum to the consumer. It is an 
impressive fact that, at present levels, our 
company’s sales of rum to Great Britain will 
contribute over £15,000,000 to the Exchequer 
in a year by way of duty. 

There are clear signs of reduced demand 
for rum. We hope, however, that the excel- 
lence of Demerara rum coupled with adver- 
tising undertaken by Demerara rum distillers 
as a whole (in which they are handsomely 
assisted by the rum trade in this country) 
may go some way towards retaining the sup- 
port which this valuable by-product gives 
to the sugar industry. 

Apart from sugar our main interest in 
British Guiana is in the wholesale and retail 
trades. Today we are carrying stocks worth 
nearly four times as much as was normal 
before the war and sales have increased 
accordingly. Yet here again the zenith has 
been reached, and as profits margins are 
largely controlled by Government we must, 
if we are to compete successfully with others, 
pay closer and closer attention tp wise buying 
and to efficient management. 


AFRICA 


On. March 17, 1947, a holding company 
was registered in Northern Rhodesia under 
the name of Campbell Brothers, Carter and 
Company (Central Africa), Limited, with a 
nominal capital of £750,000, of which 
£ has been issued, to take over the 
shares of the companies in Rhodesia and 
Nyasaland .in which we. are _ interested 
(exclusive of those engaged in the tobaceo 
wade). Campbell Brothers, Carter and Com- 
pany, Limited, who are a full subsidiary of 
ours, hold over 83 per cent. of the issued 
capital and the balance is held by former 
proprietors of the businesses acquired and 
by some. senior employees. : 

Cam 1 Brothers, Carter and Company, 
Limited, who specialise in buying, shipping 
and financing for clients in. the Union of 
South Africa and the Far East, themselves 
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reached new high figures during the period 
under review. 


THE FUTURE 


He is a brave man who would attempt to 
prophesy the future when international con- 
ditions and indeed economic and political 
conditions in the colonies are unpredictable. 


We cannot expect that trading activities 
and values will remain at their present high 
levels, but, given peaceful condinons, I hope 
we can look forward with sober confidence 
to steady if mot to spectacular progress. 


STAFF 


It has been usual for your Chairman to 
end his address with an expression of thanks 
and appreciation to our local directors and 
staff both at home and overseas. In once 
more following this precedent I am par- 
ticularly anxious to avoid any appearance of 
performing a perfunctory duty. We owe a 
great deal to them all and we ask them to 
accept our most grateful and sincere thanks 
for their efforts. 


The report and accounts were adopted. 


GOLDEN HOPE RUBBER 
ESTATE, LIMITED 


The annual general meeting of The 
Golden Hope Rubber Estate, Limited, was 
held in London on the 20th instant. 
In his address the chairman, Sir Eric Mac- 
fadyen, said: Issued capital as before is 
£364,490 (which is a little under £40 per 
acre of our planted acreage). Rehabilitation 
expenditure to date amounts to £32,890. Our 
claims for War Damage Compensation 
largely exceed this amount. 


The crop of rubber harvested was 
5,508,000 Ibs. and proceeds of sale came to 
£262, 907, yielding a profit of £38,913 after 
providing £39,145 for Malayan income tax 
and United Kingdom income tax and profits 
tax. From the balance we recommend the 
payment of a dividend of 8 per cent. 


With two exceptions our estates are well 
off for labour and up to date I am able to 
say that none of them has suffered from out- 
breaks of violence. 


Tt is remarkable that the agricultural con- 
ditions of our properties have on the whole 


deterioration, — 
stantial proportion of the output of 5,508,000 
Ibs. of rubber was turned out in the form of 
sole crepe with advantage to the average 
price realised, although the temporary con- 
ditions which stimulated that market may not 


- last much longer. If security conditions per- 


mit we estimate to produce 6,000,000 Ibs. of 
rubber in the current year. We made provi- 
sion for undertaking in the present year some 
500 acres of new planting or replanting (our 
total planted area 1s 9,314 acres). 


The report and accounts were adopted 
and at an extraordimary general meeting 
which followed two special resolutions ailter- 
ing the articles of association were approved. 





WILLSONS (LONDON AND 
PROVINCES), LIMITED 


TURNOVER AND PROFIT 
EXPECTATIONS EXCEEDED 


The sixteenth annual meeting of Willsons 
(London and Provinces), Limited, was held, 
on the 22nd instant, in London. The Rt. 
Hon. Lord Barnby, C.M.G., C.B.E. (chair- 
man), presided, and in the course of his 
speech said: 

The turnover and profit have exceeded 
expectations in spite of the reduction of 
profit margins, which resulted in a diminu- 
tion of nearly £30,000. As an indication of 
the value which has been given to our 
customers, the gross profit margin on our 
sales for the 14 months shows a decrease of 
24 per cent. 

At the commencement of the period we 
had to contend with the fuel crisis, appalling 
weather conditions and scarcity of supplies 
because of these circumstances, 

The accounts for the 14 months ended 
March 31, 1948, show that the profits 
amounted to £105,479, compared with 
£318,216 for the 12 months ended January 31, 

ei directors. recommend that a_ final 
dividend of 20 per cent., less tax; be paid 
for the period on the Ordinary shares making 
a total of 30 per cent. for the 14 months 
ended March, 31, 1948, which is approxi- 
mately the same rate as the 25 per cent. paid 
for the 12 months to January 31, 1947. 

The total reserves are £293,510, compared 





ae 


with a total in the previous. balance 


. Eine. ‘This total of wwe is in 


the issued capital, which 
26132, — 
No allocation has been made to the stock 
equalisation reserve. In the 
accounts it was a new item, but as it was 
found that the depreciation of stock, as other. 
wise provided, was believed «wo be a 
the amount standing to the reserve aa 
ferred to that provided for future ata . 
The liquid pores stands at £280,534. an 
improvement of £86,645. Fixtures pe 
of about 100 branches, our war 
stand at {21 / 
percentage of the estimated AA { 







How small a sum remains to shar 
as a reward is shown by a breakdown 
every 20s. of receipts : — 


s. 
Cost of garments .................. 15 ‘ 
Wages, salaries, etc, ............... 29 
Rents, rates, repairs and other 
expenses and reserves, less 


cn eller tier ate en 1 3 
Income tax and profits tax ... 
RPNCARIINDD . sestiis oicds - dh deo widens. +a 2 
Remaining in the business 1 

20. 0. 


Additional branches are being added 
throughout the United Kingdom withom 
haste as opportunity offers. 


ENCOURAGING PROSPECTS 


Your directors face the future with every 
confidence. The volume of trade for the first 
half of the current year is most encouraging 
The reopened and new branches, the better 
selection of merchandise and exceptional 
values have all contributed to the excellent 
results. Our success is in no small measure 
due to the efforts of your founder and 
managing director, Mr. Maurice Mauray, ia 
building up the fine organisaticn to meet and 
to encourage consumer demand in the “- 
selected by him. 

It is widely felt that rationing of wool tei 
tile apparel could before now have been 
much further relaxed without danger to prise 
rises. The volume of foreign “cloth now 
being imported is nearly equal to prewar 
values, which suggests justification for 
greater freedom to the domestic wool textile 
industry, and from that would follow a better 
choice of materials for the making-up 
industries. 

The report was adopted. 





NOTICES 


ASSOCIATION OF CERTIFIED AND CORPORATE 


EMPLOYERS’ ASSOCIATION : APPOINTMENT 


OF DIRECTOR 


ACCOUNTANTS 


APPOINTMENTS REGISTER 


An important textile industrial organisation with headquarters in 
Manchester requires a Director of wide administrative and industrial 
experience. Candidates should be capable of expressing with clarity, 
firmness and moderation the views of the industry im its negotiations 
with the Government, Government Departments and Statutery Authori- 
ties on the one hand and Labour and Industrial Organisations on the 
other hand. No difficulty need be anticipated in arranging remunera- 
tien appropriate to the qualifications and standing of the applicant. 
Applications including full details of experience and career should 
be sent to Employment Manager, The Federation of British Industries, 
21, Tothill Street; London. 8.W.1 


~ GOMPREHENSIVE service for industrialists: The .Advertiser 
44 specialises in the planning and conduct of political, social and 
economic surveys, public relations and public affairs, personnel rela- 
tions: he has wide experience at home and abroad, and is accustomed 
to operate at high levels and on a big scale; preliminary consultation 
need incur no Tia ility: hig highest possible references, of course.—Box 809. 


B COM. (Hons), 34, seeks post of wide responsibility in large export 
* or industrial organisation to do research, information or develop- 
ment work. Systematic hard worker ; thorough research experience en 
industry ; development of new export markets ; clear. conc Speaker 
and writer ; all office routine gas erganisation ; French, Spanish, Ger- 
man ; widely travelled. —Box 840 


por —Gentleman with varied organising and administrative 
experience, 15 years in business, 10 years Army, desires return to 
eo ae tip, administration, labour control or estate develop- 
ment.—Box 


ANAcING ‘Directors, with i weuthigee interests, requiring an assistant 
are avi are invited to— to write to—Box 786. ; 


CONTINENTAL H HOLIDAYS 
All inclusive arrangements. FRANCE—10 days from — 19s. ie oa 
Eee days from £19 16s. (Swiss currenc 
These are special offers; early bookings Seacotial.. WINTER 
SPORTS Snares invited. 
ENRY ALLAN & SONS (TRAVEL), LTD., 25, Cockspur Street, 
London, S.W.1. Tel.: WHItehali 5387-9. 





Employers seeking the services of Certified docquatants ore = 
write to the Secfetary of the Association, 22 Bedford S» 
W.C.1, (Telephone: Museum 5163.) 


PPLICATIONS are invited for positions in the Technical Heonen om 

Section of the British Cotton Industry Research Association. Succes 
ful candidates will engage in operational research, and a capacit' 
dealing with practi problems mathematically. and analytically: 
required. Academic attainments will be regarded as evidence of abil 
=Apply, Aap mspnane of Research, Shirley Institute, Didsbury, 
c chester, 2 


“DERSONNEL MANAGEMENT. | Business executive  with,, 

experience finance, commerce and industry and with profoun 
importance personnel management, training and welfare, seeks 
ment, offering seope and opportunities, with ¢oncern “who have 
belief. High level contacts and references. Public school, Un 
good war record.—Box 798. 


USINESS MAN ( (Wykehamist), 0 of proved ability and ada 
with fine record in peace (sales and advertising administ 

and war (lieut.-colonel, staff), seeks scope for creative thinking, 
tive and modern methods of marketing and sales promotion.—Box 8 


Bou ‘COMMANDER R R.N. aged 46, adaptable, good iinguist, seeks:' 
war years advertising; market. research, 
Ravertehoee Planning, administration. War service included 
in Joint Planning staff of War Cabinet. Two postwar years in 
Office. — 825. 
DROFESSIONAL WOMAN, highly experienced, widely 
mepeaieale. Latin-America U.S.A. Putli le Seater own car; 


tment, possible work rth address, 
Witting travel.—Box 830. pote 


AERTS in Birmingham have a senior executive posit 

er. Applicants should have had wide commercial. 

admintetrative experience and possess good personality. - 

qualification or University Degree an advantage. A e 

Commencing salary £750, or aecording ‘to experinner an 
 cepetianiane to Box 836. 
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THE ECONOMIST, September 25, 1948 


g% ¢. At 


GOVERNMENT RETURNS 


For the week ended September 18, 1948, 
total ordinary revenue was {39,228,000, 
against ordinary expenditure of £75,408,000 
and issues to sinking funds nil. Thus, 
including sinking fund allocations of 
{8,069,000 the surplus accrued since April 
st is {215,959,008 against {203,248,486 
for the corresponding period a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 






Receipts into the 
Exchequer 
(£ thousand) 


“peo 
1 


Revenue Week ended 


Sept: | Sept. 


18, 
1947 1948 


























URDINARY 


REVENUE | 
Income Tax...... |2309180)367, 13,351) 6,727 
Sur-fax .......- 90,00 500} 550 
Estate, etc., Duties | 160,000 1,700} 2,750 
Stamps..........}. 58,000 1,000; 1,050 
Profits Tax .... } 250,00 1,900! 4.800 
Ba. ... ; ' 9,029, 2,800 


Other Inland Rev. 
SpedialContribatn.’ 50, 


27,480) 19,587 
14,080) 14,672 
4'500| 3,600 


Total Inland Rev. 1915150 


Customs........ | 820,60 
RPL ie 726,550 


Total Customs & 

na page port 18,580, 18,272 
Motor Duties... .. 1 5 , 1% 
Surplus War Stores | 102,000 : 


Surplus Keceipts 
from Tracing... } 57,00 
P.Q,{Net Keceipts) ; ag 
Wiréless Licences.| 11,00 
Crown Lands ‘ 
Reteipts from) 
Sundry Loans..{| 14, 
Mistell. Receipts... | 68, 
\ 
Total Ord. Rev... (376 


; 
| 


43,747| 39,228 


i 





Se_r- Bat ancinG 





Post Office... ... . | 150,200 4,580, 2,100 
Income Tax on} | 

E.P.T. Refunds; 16, 132) 107 
— ; pesintad 

ain ain 48,459) 41,435 





| Issues ont of the Exchequer 
to meet payments 
(£ thousand) 
Esti- [April | Apel | wacy eae 
Expenditure mate, * a” Week ended 
1948-49 


to bos Be La) 
Sept. | Sept. | Sept | Sept: 
| AS. | 947 | 1948 
1947 | 1948 
RDINARY i 


EXPENDITURE 
Int, & Man. of} 


Nat, Debt ..... | $00,000 251,702) 239,05 
Pa “inet to N, 

relaud.. . -.| 26,00@ 9,644; 8,792 
Other Cons, Fund | 

Services ....... 8,000 3,318) 3,32 
BE co ct senate: | 534,000) 264,665 231,17 


Supply Services . . '24426791058776\100943 


aks) ABE Ebdon 

Total Ord. Expd.. '2976657}1323442/126060 
Sinking Finds... . | one» Eos CRUE tsa Sa 
Seir-Bai ancinc oe 
Inca fax “Gg } 250-20q 85.780} 68,60] 4,880} 2,100 
E.P.T. Refunds! 16,000 11,613) 3,640 107 


—- 


Wats fen. 3142857)1400834 1340910 56.146 17,615 








Afier increasing. Exchequer. balances 58,911 to 
£3,172,615, the other ations for) the sok increased 
the gross National Debt by £43,754,845 to £25,745 million. 


NET ISSUES '(£ thousand) 
Beran Telegraph Acts, 1946 and 1948........4. 


erunds 


550 

Rewods.... hoe fcr igaat ar tgas =" 130 

5 ace Guar. ° eee 
Local Authorities Loang Act 1 ee 3,300 


N es Loans Act, 1945, sec. 3(1). n,n... 
ew Towns Act, J sec. 12( 


eee ee ee ee eee 


M)Overvens Food Si tee , i 
e: War Damage Commission........ 000 
Finance Acts, 1946 and 1941, Post: war Credits... 


Treasury Bills .... 20,968 3% Def. Bonds. . 

pa yee at. ge Tax Reserve Certs. 557 
9 « Bonds. ., Other 

Other Deb a 

















er 


- Static Summary 


CHANGES IN DEBT (£ thousand) 
Net Receipts Net REPAYMENTS 
“*. 76 43, 


eDt — 





t External ...... 2 
Internal ....... 2,863 
Ways & Means Ad- 
viens Eee 20,205 
44,961 1,207 





* Including £171,000 paid off on maturity. 


FLOATING DEBT 






6523-5 
6525+2 
65738 
6555-7 
6547-7 
6581*1 
6580+1 
6561-0 
6508-5 
6282-0 
6335-9 
6323-8 


OP A NO HON © 


1441- 
1441- 


c 


AROCOCHMUSS OD HO 


Owe 


TREASURY BILLS 


' tiltion) 


Average 
Rate 


‘Tender of Allo: [ 
men Min. 


oy 
/o 



















b10+0°} 253-5 | 170-0 27 
1948 
June 18: |170+0 | 259-6 | 170-0 1- 51 
» 25 | 170-0 | 279-71 170-0} 10 1-6 
July 2 -}-170-0 | 286-8 | 170-0] lo 1- 
» 9 |170-0 |.276-5 | 170-0] lo 1- 
» 36 .} 170-0 | 279-7 | 170:0} 10 1- 
» 23 | 170-0 | 294-3 | 170-0] 10 1- 
» 30 | 170-0 | 291-8 | 170-6]. 10 1- 
Aug. 6 | 170-0 | 288-1! 170-0] 10 1- 
» 13 | 170-0 | 269-1} 170-0] 10 1: 
» 20 | 170-0 | 272-7 | 170-0} 10 1- 
» 27 | 170-0 | 268-1 | 170-0] 10 3- 
Sept. 3 [170-0 | 295-8 | 170-0] 10 .2- 
» 10 | 170-0'| 284-6 | 170-0} 10. 2- 
170+0 | 263-8 170-0 3 





} 
On September 17th applications for bills to be paid 


on Monday, Tuesday, Wednesday, Thursday and Friday 
were accepted as to about 56 per cent of the amount 
applied for at £99 17s. 5d. and applications at higher 
prices were accepted in full. Application for bills to be 


id on Saturday at £99 17s. 6d. and above were accepted 


m full. £170 million (maximum) of Treasury Bills are 
being offered for September 24th. For the week ended 
September 25th the Banks will be asked for Treasury 
deposits to the amount of £90 million (maximum). 


NATIONAL SAVINGS 
thousand) 
Week Ended 
BS Sept. lls 
7 948 





te we wen eee meee 


see meeee 










Net Savinigs’.......7.4.. 
P.O. and Trustee Savings 
Bank: 


Dr 2,599 


Receipts. . cdue .vedis woes 282,089 
Repayments ..........-- 289,097 
Net Savings .....,..%.. 7,008 
T Net Savings......... Dr 17,840 
neath ‘on certifiates repaid 10,796 
Haier sooty on evine s3.070 
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BANK OF ENGLAND 
RETURNS 


SEPTEMBER 22, 1948 


ISSUE DEPARTMENT 


Notes Issued:— Govt. Debt... 11,615,100 
In Circulation 1237,820,941 | Other Govt. 
In Bankg. De- Securities ... 1288,166,742 


partment .. 62,426,892 | Other Secs... . 807,612 
Com {other 

than gold)... 10,546 

Amt. of Fid.————_—— 

Tssue ....... 1300,000,000 

> Gold Coin 

Bullion (at 
172s. 3d. per 

oz. fine). .... 247,833 

..1300,247,833 1300,247,833 


BANKING DEPARTMENT 


£ 
Capital so... «~~ 34,553,000 | Govt. Secs... . 300,453,001 
RE PS 3,977,394 | Other Sees.:- 28,433,858 
Public Deps.:- 69,942,641] Discounts and 
Public Acets.* 17,180,067 Advances... 6,588,165 


.M. i Securities.... 21,845,693 
Spetial Acct. 52,762,574 


Motescy 2 6c: 62,426,892 
Other Deps.:- 393,253,699] Coin.... 2... 1,312,043 
Bankers..... 301,024,127 
Other Acts... 99,299'572 

481,726,734 481,726,734 


° Rees Ex uer, Savings Banks, Commissioners 
of National bt an Dividend Oatoants. 


COMPARATIVE ANALYSIS 


i million 







Notes in banking depart- 






WOON os hao ccancses 62-4 
Government debt and 
Spcurifies? sc. bate es 1.299: 2/1299-2)1299-2 
Other securities......... 0-8 «O88 OB 
slédickidvcdsa« ane ee 0-2). 0:2) 0-2 
Valwed at s. per fine oz... fh 172/3).. 1172/3) 172/38 
Banking Dept. :— } 
Deposits :-— 
ublic Accounts ........ 10-5) 9-3, 17-2 
Treasury Special Account 49-7; 52-8 52-8 
EE icin 4d 0t ead ons 308-1) 307-8) 301-0 
CE iin not nin 4 oink 93-5} 94-6) 92:42 
Total..... skeen de ke % 461-8) 464-5) 463-2 
Securities :— | <i 
Government............ | 397-5) 395-8) 389-6 
Discounts, etc... ., 6 8-5) v9 6-6 
GME Vakscieccsieee iss 21-3; 21-4) 21-8 
WR bavi gs cea endexs W 427-3) 425-1) 418-0 
Banking dept. res......... ‘ 7 se 7 
“ Proportion ".......0-:+» 11-4) 12 3-7 


* Government debt is £11,015,100, capital £14,555,000. 
iduciary issue reduced from {1,550 million to £1,500 
million om March 4, 1948. 


GOLD AND SILVER 


The Bank of England's Official buying price for gold 
remained at 172s. 3d. per fine ounce throughout the week. 
Spot cash prices were as follows :— 
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Founded over a century ago, The Un.on 
Rank of Austealia, at its Branches throughout 
Australia and “New Zealand, offers a com- 
prehensive Banking Service. -cevering every 
modera requirement. 





Established ‘This extensive organisation is placed at the 
1837 disposal of visitors desirous of transacting any 
cescription of banking business. 

We invite:you to discuss your travel and 
tanking problems with our specialised 
cepartmenis. 

Head Office : 
71, CORNHE 


LONDON. E.C.3. 


UNION BANK 
OF AUSTRALIA 


LIMITED 


Branches throughout 
Australia 
and New Zealand. 


DEN NORSKE CREDITBANK 


Established 1857 
FST a as TT 
LIBi tt oii 


a 


Pranches: Arendal, Flisa, Grimstad, Larvik, Lillesand, Mandal, 
Porsgrunn, Risor, Tonsberg. 
Every Description of Banking Business transacted 
Correspondence invited 
” Creditbank " 


NORWAY 


37,500,000 


Telegraphic Address : Telephone. “42 18 20 Oslo ™ 







REFUGE ASSURANCE COMPANY, LTD. 


Chief Office : OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDS £17,500,000 
ASSETS EXCEED £102,000,009 
CLAIMS PAID EXCEED £189,000,000 
(1947 Accounts) 





PROPOSED UNIVERSITY COLLEGE FOR 
NORTH STAFFORDSHIRE 


APPOINTMENT OF REGISTRAR. 


Applications are invited for the position of Registrar to the proposed 
University College for North Staffordshire. ; 

The site is Keele Hall, Newcastie-under-Lyme (five miles from Stoke- 
on-Trent). 

The salary attached to the post is £1,250 per annum, rising by annual 
increments of £50 to £1,500 per annum. It is hoped that a house will be 
provided. 

Candidates must have had administrative experience which would 
enable them to conduct the preparatory work in respect of the preposed 
University College. It is anticipated that this will be available for 
students in October, 1950. Actual acquaintance with the work in the 
office of a University Registrar would be considered an advantage, but 
not an essential. 

Applications, stating age, education, qualifications and full particulars 
of experience, together with the names and addresses of three referees, 
Should -he sent to me not later than fourteen days after the date when 
this notice is published, endorsing the envelope ‘Appointment of 


Registrar.” 
HARRY TAYLOR, 
Town Clerk, Stoke-on-Trent. 


‘THE NORTH-EASTERN ELECTRICITY BOARD _ 
THE SECRETARY'S DEPARTMENT. 
Appointment of Establishments Officer. 


Applications are invited for the appointment of Establishments Officer 
in the Secretary's Department at Area Headquarters at a commencing 
salary of £1,000 per annum. : 

Applicants must have had extensive experience of staff management 
and the application of salary and wage agreements. 

‘The appointment will be subject to the provisions of superannuation 
regulations te. be made under -the, Electricity Act, 1947, and to service 
conditions yet to be determined. 

Applications, stating age; qualifications, experience and names of two 
persons to whom reference may be made, should be sent to the Secretary, 
The North-Eastern Electricity Board, Carliel House, Newcastle-upon- 
Tyne, t,- within 14 days after” the popeeses of this advertisement. 
Envelopes should be marked ‘ Establishments Officer.” 











On October 11, 1948, 
_ THE IMPERIAL BANK OF IRAN 
Head Office, LONDON ~ 
wifl remove from 11, Telegraph Street, London, B.C.2, te 
51, GRACECHURCH STREET, E.C3,. 
where they were established before the war. 
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THE _ HONG AND SHANGHAI 
-) BANKING CORPORATION te 


ated in the Loleny of Hongkong) 


Uncen 


CAPITAL ever AN LLY PAID UP .- +. - >, 
RESERVE FUNDS STERL! -_ -- << -* - oe. 6 ise 
RESERVE LIABILITY OF MEMBERS - ee . : 


Head Office: HONGKONG 
Chief Manager: Tue Howovrssn® A. Morsc, OBE. 


. BRANCHES 
BURMA CHINA (Com INDO-CHLN A MALAYA (on)  NoRTH ahs 
Kangoon Peipiog Haiphong Juhere Babru BORNEO (omy) 
CEYLON She neha: Malgon Kuala Randakau ee 
Cotemmbo Swatow JAPAN Larnpur Tawau 
CHENA Tientsl a Kove Matacea PRULIFPINES 
Auey Tsingtac Kure ae Leite 
Canton hUROPE Tokyo r Manita 
*Chetoo Hansburg *VYokotamea Magapere SIAM * 
Chumking Lyons JAVA Patani Bangkok - 
*Dairen HONGKONG Batavia A UNITED ,y 
Foockow Hoagkany Souraha wa NORTA KiNe@pomu 
Harnkow how loon MALAYA BORNKO 
*Harbia INDIA Cameron Brone? Town USA. 
Munkden Bonet» Highh ods Jeweitos New York 
Nanking Calcutta Tpok haals Belait San Francisco — 
* Brenehes net vet re-opened aie 
Lenden Office: 9, GRACECHU STREET, £.C.3 
BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service as Trustees and Executors js also undertaken by the Bank's Trastes 
Companies in 
HONGKONG LONDON SINGAPORE 
- 


- South America 


With our own branches in 19 important Central and 

South America cities, and correspondents throughout 

South America, we are well equipped to serve British 

traders interested in Latin American markets. Corres- 
pondents the world over. 


London Offices— 
6 Lothbury, E.C.2. E. B. Melnerney, Mer. 
2-4 Cockspur St., S.W.1.  L. R. Newman, Mgr. 


THE ROYAL BANK 
OF CANADA 006 690 tranches in 


Head Office, Montreal. --°0*), Nepfeentians, 


eg. hae ; ‘the West Indies, Central 
Reaicen in ep Ve ate ill” GingdE Maan 


incorporated in Canada in 1869 with Limited Liability. 





MERSEYSIDE AND NORTH WALES ELECTRICITY BOARD 
APPOINTMENT OF EDUCATION TRAINING & WELFARE OFFICER. 


Applications are invited for the abeve post, at a salary between the 
renee of £850 and £1,000 per annum, according to experience and 
qualifications, subject to a later adjustment, if necessary, to ¢ 1 
with the scale of salaries agreed after negotiations with the appropriate 
staff organisations. Applicants should be of Degree standard in 
Engineering or Economics, and have had experience in the operation of 
training schemes for craftsmen, technicians and professional grades, 
and have the essential requirements of initiative, tact and the ability 
to promete good human_ relationship. Knowledge of the variow 
Electricity Supply Regulations and Factory Acts will be an adva 
The duties of the post will include the organisation and supe ' 
of extensive welfare schemes in accordance with the provisions of th 
Electricity Act, 1947, cee 

The successful candidate will be required to satisfy the Board's Medical 
Adviser and to contribute to a Superannuation Scheme. eee 

Applications on the prescribed form, which can be obtained from 
Secretary, Merseyside and North Wales Electricity Board, E 
House, Love Lane, Liverpool 3, must be returned in an é¢ 
endorsed.“ Education Training and Welfare Officer,” so as 
received not later than fourteen days from the appearance 
advertisement. JAMES RANKIN, Seer 4 
y JANTED, SECRETARY with good economic training for 

‘Section of European of Economic Co-operation. 
Speting Eeownige of French essential. Answers treated con 





—Box Pes 

sie jab a scaahecieiedl sll cnll iasechaiscysiiinsnnsatinnidy iitasihnittiinss allie nginaeatiilpitiata: imisieina nd 
ERSONAL ASSISTANT to Director in London controlling 
business in the East is required, aged 35 to 40 years. A 


must have practical experience, ability to negotiate on high levels, 
correspondent, and creative ability. Post offers progressive 
bilities. Applications, marked Confidential, sigting fullest particulars. 
education and previous experience, to Box ; ee 
latrines Di nlicit chee - cesta peretnnees genta pA Oa SaaS NAPs cine AER NRT oe 
Bure. wide experience light and heavy engineering, ‘sound 

ledge of Government controls, excellent trade contacts, seeks 
~-Reply, Box 834. 





Wats SECRETARY with first-class professional 
and experience in university or other educational, cultural 
Excellent salary, interesting position for person who combines. 
sane with intelligence, energy, a sense of responsibility.— 
o Box 








SCOTS CA. five years’ experience as Industrial Consul 
Costs, aeahep Bente Buecative post with Teture prosm 
‘ ve w ure 

required, £1,500 p.a.—Box $39, 


mi 


salary 


CINE NOTICES APPEAR On PAGE 518 





















